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The Reinsurance Association of America is a trade association
representing professional property and casualty reinsurers in the United
States.

The RAA's 26 member companies assume more than $4 billion of

gross reinsurance premiums annually, or nearly 80% of the U.S. professional
reinsurance premiums.

All but two of our members are licensed or approved

to reinsure Florida domestic companies.
The Association supports Senate Bill 812 and is pleased to
have worked with the Insurance Department and major Florida interests in
developing its provisions.

The bill before you has the input and support

of the Insurance Department, Florida domestic insurers and the Florida
Insurance Exchange.

The Association made similar recommendations during

the recodification process two years ago.

When the reinsurance sections

were not addressed, Senator Hair encouraged us to submit our suggestions
to the Senate Commerce Committee and the Insurance Department.

Senate

Bill 812 is the result of a year of negotiation and compromise.
Senate Bill 812 balances the desire to expand the available
reinsurance market for domestic companies with the need for adequate security
where the reinsurer is not regulated by the state.

The mechanism for

this balance is credit for reinsurance, and the focus is the financial

-2condition of the reinsurer.

Credit for reinsurance is the reduction in

li?bilities carried by the domestic insurer for risks it has reinsured.
A domestic company may take full credit for reinsurance of risks with
companies licensed, approved or recognized by the Insurance Department
as satisfying Florida financial standards for insurers. The allowance of
a full reduction from liability encourages domestic companies to cede risks
to known reliable reinsurers.
Senate Bill 812 would still permit transactions with reinsurers
not meeting these criteria, but penalizes the domestic insurer on its
financial statement for so doing.

Credit may only be taken to the extent

that the domestic insurer maintains acceptable security within its ex

clusive control. Whether the security be funds, securities or letters of
credit, the Department is assured that money is available should the
unauthorized reinsurer fail to honor its obligations. These provisions

satisfy the needs of industry and regulators, and therefore are supported
by both groups.

Senate Bill 812 also strengthens the liquidation process by

placing reinsurance proceeds due insolvent insurers directly in the hands
of the domiciliary liquidator.

Reinsurance proceeds are assets of the

estate of the insolvent insurer, and should be available for distribution
to creditors in accordance with legislated priorities.

The vast majority

of reinsurance contracts require payment to the liquidator or receiver in
the event of insolvency, and courts in all jurisdictions have enforced
this language.

However, other parties, particularly the original policy

holder, have challenged the liquidation law and reinsurance contract

-3-

language by seeking direct access to these reinsurance proceeds.

They

have not been successful in recent years save one exception, and that
occurred in the State of Florida in 1969.

A Florida District Court allowed

a third party to collect these assets from a reinsurer of an insolvent
company, even though the contract did not expressly provide for this pay
ment.

The effect of this decision is to encourage policyholders to circum

vent the statutory liquidation procedure and, in essence, receive a priority
above other deserving creditors.

The Association believes that this loophole

to the liquidation laws should be eliminated.
The Reinsurance Association of America would like to note
that the House Commerce Committee is considering a bill similar in substance
to that now before you.

We hope that any differences can be worked out in

the committees and that a single reinsurance bill will move forward.
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SUMMARY:

A.

Present S1tuat1on:

Section 624.410, Florida Statutes, provides the standards for
allowing insurers to reinsure their risks and for allowing
insurers to accept reinsurance. By ceding risks to a reinsurer
as authorized by this section, an insurer may reduce its
liabilities reported in its annual financial statement.
Ambiguities in the current law make it unclear under certain
circumstances whether insurers are authorized to reduce their
liabilities for ceded risks.
Currently, an insurer may accept reinsurance only of risks it
is authorized to insure directly.

Insurers are authorized to reinsure risks with insurers
licensed to transact insurance 1n this state or approved by the
Department of Insurance for the purpose of such reinsurance.
Under current law, the department shal l not approve any
proposed reinsurance which it finds would be contrary to the
proper interests of the policyholders or stockholders of a
ceding domestic insurer.

B.

Currently, a provision is required 1n the reinsuran ce treaty
that the reinsuran ce is payable by the assuming insurer to the
ceding insurer on the basis of the liability of the ceding
insurer under the contracts reinsured without dimunition
because of the insolvency of the ceding insurer.
Effect of Proposed Changes:

The bill provides the following specific standards as to which
entities may be approved for reinsurance purposes:
- An insurer authorized to do business in this state.

- An insurer not authorized to do business in this state but
who meets the criteria established for an authorized insurer,

- An insurance exchange dom iciled in any other state which
meets the standards and financial requirements applic able to an
authorized insurer.

- A group of unincorporated alien insurers (e.g. Lloyd's of
London) which maintains at least $50,000,000 held 1n trust for
United States policyholders 1n a United States bank or trust
company and who otherwise satisfies the department that it can
meet its obligations under its reinsurance agreements.
- Non-authorized or non-approved entities 1f funds are held 1n
trust or secured by a letter of credit subject to control by
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the ceding insurer providing security for the payment of
oblig ations under the reinsurance treaties.
New provisions are added requiring non-authorized or non
approved assuming insurers to designate the Commissioner or a
person resident in the United States as agent for service of
process.
Under this bill, reinsurance is payable by the assuming insurer
to the ceding insurer on the basis of the liab1l1ty of the
ceding insurer under the contracts re1nsured without d1munit1on
because of the insolvency of the ceding insurer except:
- Where the reinsurance agreement specifically provides for
direct payment to the named insured in the event of the
insolvency of the ceding insurer, or
- Where the assuming insurer with the consent of the insured
has assumed the policy obligations of the ceding insurer.
The bill also clarifies the interest of third parties 1n a
reinsurance contract. The basic principle of reinsurance
distinguishing it from primary insurance is that it is a
contract of indemnity between only the reinsurer and the ceding
insurer. The only exception to this rule is when the reinsurer
expressly assumes its ceding insurers' policy obligations to
the insured or spec1f1es the insured as a payee under the
reinsurance contract.
The btll deletes the current exemption for title insurance, wet
marine and transportation insurance from the section.
Sections 628.611 and 629.501, Florida Statutes, are amended to
make the above provisions applicable to captive insurers and
limited reciprocal insurers.
II.

ECONOMIC TMPACT AND FISCAL NOTE:

A.

Public:
By sp�cifying in greater detail the requirements for reinsuring
risks, the bill will alleviate problems experienced by insurers
in determining whether ceded risks could be deducted from its
liabilities on the annual statement filed with the department.
To the extent that ceded risks are more clearly authorized,
this will be to the financial benefit of insurers.

B.

Government:
None.

I1 I •
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SUMMARY OF PCB 83-49
REINSURANCE

THIS BILL PROVIDES SPECIFIC STANDARDS FOR AUTHORIZING
INSURANCE COMPANIES TO REINSURE THEIR RISKS WITH ANOTHER INSURER,
BY REINSURING THEIR RISKS, AN INSURER MAY REDUCE ITS LIABILITIES
AS REPORTED IN ITS ANNUAL FINANCIAL STATEMENT,

THE PRESENT LAW

AUTHORIZES INSURERS TO REINSURE RISKS WITH INSURERS LICENSED TO
TRANSACT INSURANCE IN FLORIDA OR APPROVED BY THE DEPARTMENT OF
INSURANCE FOR THE PURPOSE OF REINSURANCE,

UNDER CURRENT LAW,

THE DEPARTMENT MAY NOT APPROVE ANY PROPOSED REINSURANCE WHICH IT
FINDS WOULD BE CONTRARY TO THE PROPER INTERESTS OF THE POLICY

HOLDERS OR STOCKHOLDERS OF A CEDING DOMESTIC INSURER,

IN ADDITION

TO CONTINUING THIS GENERAL STANDARD, THE BILL PROVIDES THE
FOLLOWING SPECIFIC STANDARDS FOR AN APPROVED REINSURE�:
- AN INSURER NOT AUTHORIZED TO DO BUSINESS IN THIS STATE
BUT WHICH MEETS THE CRITERIA ESTABLISHED FOR AN AUTHORIZED INSURER,
- AN INSURANCE EXCHANGE DOMICILED IN ANY OTHER STATE WHICH
MEETS THE STANDARDS AND FINANCIAL REQUIREMENTS APPLICABLE TO AN
AUTHORIZED INSURER,
- A GROUP OF UNINCORPORATED ALIEN INSURERS (E,G, LLOYD'S OF

LONDON) WHICH MAINTAINS AT LEAST $50,000,000 HELD IN TRUST FOR
UNITED STATES POLICYHOLDERS IN A UNITED STATES BANK OR TRUST

COMPANY AND WHICH OTHERWISE SATISFIES THE DEPARTMENT THAT IT
CAN MEET ITS OBLIGATIONS UNDER lTS REINSURANCE AGREEMENTS,
- NON-AUTHORIZED OR NON-APPROVED ENTITIES IF FUNDS ARE
HELD IN TRUST OR SECURED BY A LETTER OF CREDIT SUBJECT TO CONTROL

•

-2BY THE CEDING INSURER PROVIDING SECURITY FOR THE PAYMENT OF
OBLIGATIONS UNDER THE REINSURANCE TREATIES,
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--------

IIZV ISED: ________
IDENTICAL*/SIMILAR BILLS:
EFFECTIVE DATE: _____
October l, 1983

I.

SUMMARY AND PURPOSE

This bill provides specific standards for authorizing
insurance companies to reinsure their risks with another insurer.
CURRENT LAW AND EFFECT OP CBANGES

Section 624.410 provides the standards for allowing
insurers to reinsure their risks and for allowing insurers to
accept reinsurance. By ceding risks to a reinsurer as authorized
by this section, an insurer may reduce its liabilities reported
in its annual financial statement. Ambiguities in the current
law make it unclear under certain circumstances whether insurers
are authorized to reduce their liabilities for ceded risks.
Current law proqides that an insurer may accept
reinsurance only cf risks it is authori:ed to insure directly,
Technical chanqes are made to this provision.

Current law authorizes insurers to reinsure risks with
insurers licensed to transact insurance in this state or approved
by the Department of Insurance for the purpose of such
reinsurance. Under current law, the department shall not approve
any proposed reinsurance which it finds would be contrary to the
proper interests of the policyholders or stockholders of a ceding
domestic insurer. In addition to continuing this general
standard, the bill provides the following specific standards as
to which entities may be approved for reinsurance purposes:
- An insurer authorized to do business in this state.

- An insurer not authorized to do business in this state
but who meets the criteria established for an authorized insurer.

�T Mlnln Swl'�
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- An insurance exchange domiciled in any other state which
meets the standards and financial requirements applicable to an
authorized insurer.
- A group of unincorporated alien insurers (e.g. Lloyd's
of London) which aaintains at least $50,000,000 held in trust for
United States policyholders in a United States bank or trust
company and vho otherwise satisfies the department that it can
meet its obligations under its reinsurance agreements.
- Non-authorized or non-approved entities if funds are
held in trust or secured by a letter of credit subject to control
by the ceding insurer providing security for the payment of
obligations under the reinsurance treaties.
New provisions are added requiring non-authorized or non
apptoved �ssuming insurers to designate the Commissioner or a
person resident in the United States as agent for service of
process.

Current law requires a provision in the reinsurance treaty
that the reinsurance is payable by the assuming insurer to the
ceding insurer on the basis of the liability of the ceding
insurer under the contracts reinsured without dimunition because
of the insolvency of the ceding insurer. The bill continues this
provision but recognizes the following two exceptions:
- Where the reinsurance agreement specifically provides
for direct payment to the named insured in the event of the
insolvency of the ceding insurer, or
- Where the assuming insurer with the consent ot the
insured has assumed the policy obligations of the ceding insurer.

The bill also clarifies the interest of third parties in a
reinsurance contract. The guiding principle of reinsurance
distinguishing it from primary insurance is that it is a contract
of indemnity between only the reinsurer and the ceding insurer.
The only exception to this rule is when the reinsurer expressly
assumes its ceding insurers' policy obligations to the insured or
specifies the insured as a payee under the reinsurance contract.
The bill deletes the current exemption for title
insurance, wet marine and transportation insurance from the
section.

Sections 2 and 3 amend sections 628.611 and 629.501,
Florida Statutes, to make the above provisions applicable to
captive insurers and limited reciprocal insurers.
Section- 4 provides an effective date of October l, l9SJ.
III.

ECONOMIC IMPACT CONSIDERATIONS
A.

PRIVATE SECTOR CONSIDERATIONS

By specifying in greater detail the requirements for
reinsuring risks, the bill will alleviate problems experienced by
insurers in determining vhether ceded risks could be deducted
from its liabilities on the annual statement filed with the
department. To the extent that ceded risks are more clearly
authorized, this will be to the financial benefit of insurers.
B.

PUBLIC SECTOR CONSIDERATIONS

No substantial impact.
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A b1ll_to be entitled
An act relating to reinsurance and matters connected
therewith, amending and rev1s1ng s. 624.610, Flortda

4

Statutes, 1982 Supplement, relating to general

5

reinsurance; provides m1n1mum standards for reinsurance

6

contracts which must be met 1n order for a domestic

7

insurer to receive credit for reinsurance; amending and

8

rev1s1ng s. 628.611, Florida Statutes, 1982 Supplement,

9

relating to reinsurance of captive insurers; provides

10

m1n1mum standards for reinsurance contracts which must be

11

met 1n order for a captive insurer to receive credit for

12

reinsurance; and amending and revising s. 629.501, Florida

13

Statutes, 1982 Supplement, relating to reinsurance of

14

limited reciprocal insurers; provides minimum standards

15

for reinsurance contracts which must be met in order for

16

reciprocal insurer to receive credit for reinsurance;

17

providing an effective date.

18
19 Be It Enacted by the Legislature of the State of Florida:
20

21
22

2:)
24
25
26

Section 1.

Section 624.610, Florida Statutes, is amended

to read:
(Su0stant1al-rew0rdin9 of. section.,, See,.s*-624,610 7 -F,.S q
1982.Supplement,.for present text.)
624.610
( 1)

Reinsurance.--

An insurer may assume reinsurance only of such risks,

27

and retain risk thereon within such limits, as 1t 1s otherwise

28

authorized to insure or re1nsure.

29
30

31

No insurer shall cede or

retroced8 credit life insurance, credit disability insurance,
or both credit life and credit disability insurance covering a
risk located or written 1n this state to any insurer not
CODING Words 1n -&,.f...,,.;.1' � type are delet,ons from existing law, words underlined ore add111ons,

1 authorized to transact insurance in this state or approved by

2. the Department for such line of insurance.
(2)(a)

3

A ceding insurer may reinsure all or any part of

4 any particular risk or class of risks with an assuming insurer
5

authorized by the department to transact such line of insurance

7

reinsurance with an authorized insurer subJect to the other

6 or reinsurance in this state.

Credit may be taken for

a requirements of this code.
(b)

9

A ceding insurer may reinsure all or any part of any

10 particular risk or class of risks with an assuming insurer
11

approved by the department to transact such line of reinsurance

12

1n this state.

The department shall approve only solvent

13

insurers meeting the criteria established for authorized

14 insurers in this state.

From time to time the department shall

15

publish a list of insurers approved pursuant to this

16

subsection.

17

approved reinsurer subJect to the other requirements of this

18

code.

19

(c)

Credit may be taken for reinsurance with an

A ceding in surer may reinsure all or any part of any

20 particular risk or class of risks with an a ssuming underwriting
21

member of an insurance exchange domiciled in any other state or

22

Jurisdiction 1n the united States provided the insurance

23

exchange presents to the department for its approval and

24

maintains satisfactory evidence that such assuming underwriting

25

member maintains the standards and meets the financial

26

requirements applicable to an authorized insurer.

27

the other requirements of this section, credit may be taken for

29
30
31

SubJec t to

reinsurance with members approved under this subsection by the
department.
(d)

A ceding insurer may re1nsure all or any part of any
-2-
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1 of any particular risk or class of risks with a group of
2

individual/unincorporated alien insurers which maintains funds

3

held in trust for United States policyholders and beneficiaries

4

in a bank or trust company subJect to supervision by any state

5

of the United States or which group 1s a member of the Federal

6

Reserve System 1n an amount not less than $50,000,000 and which

7

group sat1sf1es the department by filing annually evidence that

8

it can meet its obl1gat1ons under its reinsurance agreements.

9

SubJect to the other requirements of this section, credit may

10 be taken for reinsurance with a group approved under this
11 subsection by the depart�ent.
12

(el

Credit 1n accounting and financial statements on

13 account of reinsurance ceded to a non-authorized or

14 non-approved reinsurer shall be allowed only:
15
1. Where it is demonstrated by the ceding insurer to the
16 satisfaction of the department that such reinsurer maintains

17 the standards and meets the financial requirements applicable
18 to an authorized insurer; or
19

2. To tne extent of deposits by, or funds withheld from,
20 such reinsurer pursuant to express prov1s1on therefor 1n the
21
reinsurance contract as security for the payment of the
22
obligations thereunder 1f such deposits or funds are held

23

24

25
26
27
28
29
30
31

subJect to withdrawal by, and under the control of, the ceding
insurer or are placed

1n

trust for such purposes

1n

a bank

which 1s a member of the Federal Reserve System if withdrawals
f�om the trust cannot be made without the consent of the ceding
insurer.

Funds withheld may be cash or securities qual1f1ed as

admitted assets under Chapter 625, Part II and which have a
murket value equal to or greater than the credit taken; or
3.

To the extent that the amount of a clean and
-3-
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1
2

irrevocable letter of credit issued for a term of not less than
one year conform1ng to the requirements set forth below, equals

3

or exceeds the l1ab1l1ty of a non-authorized or non-approved

5

adequate reserve [or incurred but not reported losses under a

7

a clean and irrevocable letter of credit shall be issued under

4 re1nsurer for unearned premiums, outstanding losses and an
6 spec1f1c reinsurance agreement.

The requirements are that such

8 arrangements satisfactory to the d epartment as const1tut 1ng

9 security to the ceding insurer substantially equal to that of a

10 deposit under subparagraph 2., and that it shall be issued by a
11

banking 1nst1tut1on which 1s a member of the Federal Reserve

12

System and of financial standing satisfactory to the

13

Commissioner.

14

(f)

15

A ceding insurer which assumes a substantial volume

of reinsurance may retrocede all or part of any particular risk

16 or class of risks with any assuming insurer and take credit for
17

such reinsurance, whether or not the assuming insurer 1s

18 authorized or approved by the department and whether or not
19

funds are withheld by the ceding insurer, unless such

20 retrocessions are found by the department, to be for the
21

purpose of evasion of other requirements or prohibitions of

22

this code.

23

( 3)

The department shall disallow any credit which it

24 finds would be contrary to the proper interest of the
25

26
27

policyholders or stockholders of a ceding domestic insurer.
( 4)

No credit shall be allowed for reinsurance in a non-

authorized or non-approved assuming insurer unless such insurer

:s designates the Commissioner or a person resident in the United
29

States as agent for service of process in any action arising

JO

out of or in connection with such reinsurance.

31

-4CODING
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l
2
3
5
6
7
8
9
10
11
13
13
14
15
16
17
18
19
20
21
22
23

IS)

reinsurance otherwise complying with this section only where
the reinsurance 1s payable by the assuming insurer on the basis
of the liab1l1ty of the ceding insurer under the contract or
contracts re1nsured without d1m1nut1on because of insolvency of
the ceding insurer.

Credit shall be allowed t o any ceding

insurer for reinsurance otherwise complying with this section
only where the reinsurance agreement provides that payments by
the assuming insurer shall be made directly to the ceding
insurer or its receiver, except:
(a)

Where the reinsurance agreement spec1f1cally provides

payment to the named insured, assignee or named benef1c1ary of
the policy issued by the ceding insurer in the event of the
insolvency of the ceding insurer; or
(b)

Where the assuming insurer, with the consent of the

named insured, has assumed the policy obligations of the ceding
insurer as direct obligations of the assuming insurer 1n
subst1tut1on for the obligations of the ceding insurer to the
named insured.
(6)

No person, other than the ceding insurer, shall have

any rights against the reinsurer which are not specifically set
forth in the contract of reinsurance or in a specific written,
signed agreement between the reinsurer and the person.
(7)

25

Credit shall be allowed to any ceding insurer for

No authorized insurer shall knowingly accept as

assuming reinsurer any risk covering a subJect of insurance

26 resident, located or to be performed in this state and wrltten
27

directly by any insurer not then authorized to transact such

29

insurance lawfully written under part VI of Chapter 626.

28 insurance 1n this state, other than as to surplus lines
Section 2.

30

Section 628.611, Florida Statutes, is amended
-5-
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1

to read:
(S11bstant1aL rewording-of section� - See s,. 628.611 .,. .,F.S�,

2

3

198J-Supplement .,. --for-present-text.)

4

628.611

5

(l)(a}

Reinsurance.-A ceding captive insurer may re1nsure all or any

6

part of any particular risk or class of risks with an assuming

7

insurer authorized by the department to transact such line of

8

insurance or reinsurance in this state.

9

for reinsurance with an authorized insurer subJect to the other

Credit may be taken

10 requirements of this code.
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

(b)

A ceding captive insurer m ay reinsure all or any part

of any particular risk or class of risks with an assuming
insurer approved by the department to transact such line of
reinsurance in this state.

The department shall approve only

solvent insurer5 meeting the criteria established for
authorized insurers 1n this state.

From time to time the

aeparbnent shall publish a list of insurers approved pursuant
to this subsection.

Crtdit may be taken for reinsurance with

an approved reinsurer subJect to the other requirements of this
code.
(c)

A ceding captive insurer may reinsure all or any part

of any particular risk or class of risks with an assuming
underwriting member of an insurance exchange domiciled

10

any

other state or Jurisdiction in the United States provided the
insurance exchange presents to the department for its approval
and maintains satisfactory evidence that such assuming
underwr1t1ng member maintains the standards and meets the
financial requirements applicable to an authorized insurer.
SubJect to the other provisions of this code, credit may be
taken for reinsurance with members approved under this
-6CODING
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1
2

subsection by the department.
(d)

A ceding captive insurer may reinsure all or any part

3 of any particular risk or class of risks with a group of
4 individual unincorporated alien insurers which maintains funds
5 held in trust for United States policyholders and beneficiaries
6

in a bank or trust company subJect to supervision by any state

7 of the United States or which group is a member of the Federal
8 Reserve System 1n an amount not less than $50,000,000 and which
g group satisfies the department by filing annually evidence that
10

it can meet its obligations under its reinsurance agreements.

11

SubJect to the other provisions of this code, credit may be

12 taken for reinsurance with a group approved under this
13 subsection by the department.
14

(e)

Credit in accounting and financial statements on

15 account of reinsurance ceded to a non-authorized or
16 non-approved re1nsurer shall be allowed only:
17

1.

Where it is demonstrated by the ceding captive insurer

18 to the satisfaction of the department that such re1nsurer
19 maintains the standards and meets the financial requirements
20 applicable to an authorized insurer; or
21

2.

To the extent of deposits by, or funds withheld from,

22 such reinsurer pursuant to express provision therefor in the
23

reinsurance contract as security for the payment of the

24 obligations thereunder 1£ such deposits or funds are held
25 subJect to withdrawal by, and under the control of, the ceding
26 captive insurer or are placed 1n trust for such purposes in a
27

bank which is a member

29

of the ceding captive insurer.

30

securities qualified as admitted assets under Chapter 625, Part

31

-7-

o[

the Federal Reserve Sy stem 1.f

28 withdrawals from the trust cannot be made without the consent
Funds withheld may be cash or

CODING Words in� 1-h-i-.o-.,..gh type ore deletions from ex1st1ng low, words underlined ore cdd 1 t1ons.

1

II and which have a market yalue equal to or greater than the

2 credit taken; or
3.

3

To the extent that the amount of a clean and

4 irrevocable letter of credit issued for a term of not less
5

than one year conforming to the requirements set forth below,

6 equals or exceeds the l1ab1l1ty of a non-authorized or non7 approved re1nsurer for unearned premiums, outstanding losses
8 and an adequate reserve for incurred but not reported losses
g
10
11

under a specific reinsurance agreement.

The requirements are

that such a clean and irrevocable letter of credit shall be
issued under arrangements satisfactory to the department as

12 constituting security to the ceding captive insurer
13

substantially equal to that of a deposit under subparagraph 2.,

14 and that it shall be issued by a banking 1nstitut1on which is a
15

member of the Federal Reserve System and of financial standing

16 satisfactory to the Commissioner.
(2)

17

The depart.11ent shall disallow any credit which 1.t

18 finds would be contrary to the proper interest of the policy19

holders or stockholders of a ceding domestic captive insurer.
(3)

20

No credit shall be allowed for reinsurance in a non-

21 authorized or non-approved assuming insurer unless such insurer
22 designates the Commissioner or a person resident 1n the United
2:

states as agent for service of process 1.n any action arising

24 out of or in connection with such reinsurance.

:s

{4)

Credit shall be allowed to any ceding captive insurer

26

for reinsurance otherwise complying with this section only

27

where the reinsurance is payable by the assuming insurer on the

28

basis of the liability of the ceding captive insurer under the

29

contract or contracts reinsured without diminution because of

30

insolvency of the ceding captive insurer.

31

Credit shall be

-8CODING
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1 allowed to any ceding captive insurer for reinsurance otherwise
2. complying with this section only where the reinsurance
3 agreement provides that payments by the assuming insurer shall
4 be made directly to the ceding captive insurer or its receiver,
S except:
6

(a)

Where the reinsurance agreement specifically provides

7 payment to the named insured, assignee or named beneficiary of
s the policy issued by the ceding captive insurer in the event of
g the insolvency of the ceding captive insurer; or
10

(b)

Where the assuming insurer, with the consent of the

11 named insured, has assumed the policy obligations of the ceding
12 captive insurer as direct obligations of the assuming insurer
13 in substitution for the obligations of the ceding captive
14 insurer to the named insured.
15

(5I

No person, other than the ceding captive insurer,

16 shall have any rights against the reinsurer which are not
17 specifically set forth in the contract of reinsurance or in a
18 specific written, signed agreement between the reinsurer and
19 the person.
20

(6)

No captive insurer shall knowingly accept as assuming

21 reinsurer any risk covering a subJect of insurance resident,
22 located or to be performed in this state and written directly
23 by any insurer not then authorized to transact such insurance
24 in this state, other than as to surplus lines insurance
25 lawfully written under part VI of Chapter 626.

26

Section 3.

27 to read:
28

29

30
31

Section 629,501, Florida Statutes, is amended

(Substantial-rewo�ding of section�

See, s.- 629,501, F,S.,

±982 -Supplement, for-present-text.)
629.501

Reinsurance,--9-
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1

I 1 I I al

A ceding l1m1ted reciprocal insurer may re1nsure

2

all or any part of any particular risk or class of risks with

3

an assuming insurer authorized by the department to transact

4

such line of insurance or re1nsurilnce 1n this state.

5

may be taken for reinsurance with an authorized insurer subJect

6

to the other requirements of this code.

7

(b}

Credit

A ceding l1m1ted reciprocal insurer may re1nsure all

8

or any part of any particular risk or class of risks with an

9

assuming insurer approved by the department to transact such

10 line of reinsurance 1n this state.

The department shall

11 approve only solvent insurers meeting the cr1ter1a established
12

for authorized insurers 1n this state.

From time to time the

13 department shall publish a 11st of insurers approved pursuant

14 to this subsection. Credit may be taken for reinsurance with
15 an approved reinsurer subJect to the other requirements of this
16 code.
17

(c I

A ceding limited reciprocal insurer may reinsure all

18 or any part of any particular risk or class of risks with an
19 assuming underwr1t1ng member of an insurance exchange domiciled
20 in any other state or Jurisdiction in the United States
21 provided the insurance exchange presents to the department for
22
its approval and maintains satisfactory evidence that such
23
assuming underwriting member maintains the standards and meets
24
the financial requirements applicable to an authorized
25
insurer. SubJect to the other provisions of this ��ction,
27

28
29
30
31

credit may be taken for reinsurance with members approved under
this subsection by the department.
(d)

A ceding limited reciprocal insurer may reinsure all

or any part of any particular risk or class of risks with a
group of ind1v1aual unincorporated alien insurers which
-10CODING Word� 111 ¼#""'"�type ore dclct,ons from (.,c1st1ng low, words underlined ore odd 1 t1011s,

1

maintains funds held in trust for United States policyholders

�- and beneficiaries in a bank or trust company subJect to
3 supervision by any state of the United States or which group 1s
4 a member of the Federal Reserve System in an amount not less

5

than $50,000,000 and which group satisfies the department by

6 f1l1ng annually evidence that 1t can meet 1ts obligations under

7
8

its reinsurance agreements.

Credit may be taken for

reinsurance with groups approved under this subsection by the

g department.
(el

10

Credit 1n accounting and financial statements on

11 account of reinsurance ceded to a non-authorized or
12

non-approved reinsurer shall be allowed only:
1,

13

Where it is demonstrated by the ceding limited

14 reciprocal insurer to the satisfaction of the department that
15 such reinsurer maintains the standards and meets the financial
16 requirements applicable to an authorized insurer; or
2.

17

To the extent of deposits by, or funds withheld from,

18 such reinsurer pursuant to express provision therefor 1n the
19 reinsurance contract as security for the payment of the
20 obligations thereunder 1f such deposits or funds are held
21 subJect to withdrawal by, and under the control of, the ceding
22 limited reciprocal insurer or are placed 1n trust for such
23 purposes in a bank which is a member of the Federal Reserve
24

System if withdrawals from the trust c annot be made without the

25

consent of the ceding limited reciprocal insurer.

26

withheld may be cash or securities qualified as admitted assets

27

under Chapter 625, Part II and which have a market value equal

Funds

28 to or greater than the credit taken; or

29

JO

31

3.

To the extent that the amount of a clean and

irrevocable letter of credit issued for a term of not less than
-11CODING
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1

one year conforming to the �equ1rements set forth below, equals

2

or exceeds the l1ab1l1ty of a non-authorized on non-approved

3

re1nsurer for unearned premiums, outstanding losses and an

4

adequate reserve for incurred but not reported losses under a

5

spec1f1c reinsurance agreement.

6

a clean and irrevocable letter of credit shall be issued under

7

arrangements satisfactory to the department as const1tut1ng

8

security to the ceding l1m1ted reciprocal insurer substantially

9

equal to that of a deposit under subparagraph 2., and that it

The requirements are that such

10

shall be issued by a banking 1nst1tut1on which is a member of

11

the Federal Reserve System and of f1nanc1al standing

12
13
14
15
16
17
18
19
20
21
22
23
25
26
27
28
29
30
31

satisfactory to the Comm1ss1oner.
(2)

The department shall disallow any credit which it

finds would be contrary to the proper interest of the policy
holders or stockholders of a ceding domestic limited reciprocal
insur':!r.
( 3)

No credit shall be allowed for reinsurance 1n a non-

authorized or non-approved assuming limited reciprocal insurer
unless such insurer designates the Commissioner or a person
resident in the United States as agent for service of process
in any action arising out of or in connection which such
reinsurance.
( 4)

Credit shall be allowed to any ceding limited

reciprocal insurer for reinsurance otherwise complying with
this section only where the reinsurance is payable by the
assuming insurer on the basis of the liability of the ceding
limited rece1procal insurer under the contract or contracts
re1nsured without diminution because of insolvency of the
ceding insurer.

Credit shall be allowed to any ceding limited

reciprocal insurer for reinsurance otherwise complying with
-12CODING Word� ,n � tlcw� type ore deletions from existing low, words vnderl1ned are odd 1 tions,

1 this section only where the_re1nsurance agreement provides that

2 payments by the assuming insurer shall be made directly to the
3 ceding limited reciprocal insurer or its receiver, except:

4

(a)

Where the reinsurance agreement specifically provides

5 payment to the named insured, assignee or named beneficiary of

6 the policy issued by the ceding limited reciprocal insurer in
7 the event of the insolvency of the ceding limited reciprocal

8 insurer; or
g

(b)

Where the assuming insurer, with the consent of the

10 named insured, has assumed the policy obligations of the ceding

11 limited reciprocal insurer as direct obligations of the

12 assuming insurer 1n substitution for the obligations of the
13 ceding limited reciprocal insurer to the named insured.
14

(5)

No person, other than the ceding limited reciprocal

15 insurer, shall have any rights against the re1nsurer which are
16 not specifically set forth 1n the contract of reinsurance or in
17 a specific written, signed agreement between the reinsurer and
18 the person.
19

( 6)

No limited reciprocal insurer shall knowingly accept

20 as assuming reinsurer any risk covering a subJect of insurance
21 r esident, located or to be performed in this state and written
22 directly by any insurer not then authorized to transact such
23 insurance 1n this state, other than as to surplus lines
24 insurance lawfully written under part VI of Chapter 626.
25

Section 4.

This act shall take effect October 1, 1983.

26
27
28

29
30
31
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l:btc

A bill to be entitled
An act relating to reinsurance and matters

1.1

connected therewith, amending s. 624.610,

1.2

Florida Statutes, 1982 Supplement, relating to
general reinsurance; providing minimum
standards for reinsurance contracts which must

1.3

be met 1n order for a domestic insurer to
8

receive credit for reinsurance; amending s.

1.4

628.611, Florida Statutes, 1982 Supplement,
10

relating to reinsurance of captive insurers;

11

prov1d1ng minimum standards for reinsurance

12

contracts which must be met in order for a

13

ca ptive insurer to receive credit for

14

reinsurance; amending s. 629.501, Florida

15

Statutes, 1982 Supplement, relating to

16

reinsurance of limited reciprocal insurers;

1.5
1.6
1.7

17

providing minimum standards for reinsurance

18

contracts which must be met in order for a

19

reciprocal insurer to receive credit for

1.9

reinsurance; providing an effective date.

1.10

20
21
22

Be It Enacted by the Legislature of the State of Florida:

1.8

l:enc

23
2,
25
26

Section 1.

Section 624.610, Florida Statutes, 1982

Supplement, is amended to read:

(Substantial rewording of section.

1.10
1.12

See

1.13

27

s. 624.610, F.S., 1982 Supp., for present text.)

l:lus

28

624.610

1.14

29

(1)

Reinsurance.--

An insurer may assume reinsurance only of such

1.14

JO

risks, and retain risk thereon within such limits, as it is

1.15

Jl

otherwise authorized to insure or reinsure.

1.17

No insurer shall

1
CODING Words in�� type ore deletions from ex1st1ng low, words underlined ore odd1t1ons.

170-446-4-3
cede or retrocede credit life insurance, credit disab1l1ty
insurance, or both credit life and credit d1sab1lity insurance

1.18

covering a risk located or written in this state to any
insurer not authorized to transact insurance 1n this state or
5 approved by the department for such line of insurance.
(2) (a)

6

s

A ceding insurer may reinsure all or any part

1. 20
1. 20

of any particular risk or class of risks with an assuming

1.21

insurer authorized by the department to transact such line of

1.22

insurance or reinsurance 1n this state.

1. 23

Credit may be taken

10

for reinsurance with an authorized insurer subJect to the

11

other requirements of this code.
(b)

12

1.19

1.24

A ceding insurer may reinsure all or any part of

13

any particular risk or class of risks with an assuming insurer

14

approved by the department to transact such line of

15

reinsurance in this state.

16

solvent insurers meeting the criteria established for

17

authorized insurers in this state.

18

department shall publish a list of insurers approved pursuant

19

to this subsection.

�o

an approved rei nsurer subject to the other requirements of

21

this code.

22

(c)

The department shall approve only
From time to time the

Credit may be taken for reinsurance with

1. 24
1.25
1. 27
1.29
l. 31
1. 32

A c eding insurer may reinsure all or any part of

23

any particular risk or class of risks with an assuming

24

underwriting member of an insurance exchange domiciled in any

1. 33
1.34

L5 1 other state or Jurisdicti on in the United States provided the

1.35

26

1.36

I
!

insurance exchange presents to the department for its approval

27

and maintains satisfactory evidence that such assuming

28

underwriting member maintains the standards and meets the

�9

financial requirements applicable to an authorized insurer.

30

SubJect to the other requirem ents of this section, credit may

31

2
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1. 37
1.38
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be taken for reinsurance with members approved under this

1. 39

2 subsection by the department.
3

(d)

A ceding insurer may reinsure all or any part of

4 any particular risk or class of risks with a group of

1.40
1.41

5 ind1v1dual/unincorporated alien insurers which maintains funds
o

held 1n trust for United States policyholders and

1.42

benef1c1ar1es 1n a bank or trust company subJect to
8

superv1s1on by any state of the United States or which group

1.43

9

is a member of the Federal Reserve System in an amount not

1.44

10

less than $50,000,000 and which group satisfies the department

11

by filing annually evidence that it can meet its obligations

12 under- its reinsurance agreements.

Subject to the other

13

requirements of this section, credit may be taken for

14

reinsuran ce with a group approved under this subsection by the

15

department.

16

(e)

Credit in accounting and financial statements on

17

account of reinsurance ceded to a nonauthorized or nonapproved

18

re insurer shall be allowed only:

19

1.

Where it is demonstrated by the ceding insurer to

20

the satisfaction of the department that such reinsurer

21

maintains the standards and meets the financial requirements

22

applicable to an authorized insurer; or

23

2.

To the extent of deposits by, or funds withheld

1.45
1.46
1.47
1.48
1.49
1.50
1. 51
1. 52
1. 53

�4

from, such reinsur er pursuant to express provision therefor in

25

the reinsurance contract as security for the payment of the

26

obligations thereunder if such deposits or funds are held

1. 55

27

subJect to withdrawal by, and under the control of, the ceding

1.56

28

insurer or are placed in trust for such purposes in a bank

29

which is a member of the Federal Reserve System if withdrawals

1.57

30

from the trust cannot be made without the consent of the

1.58

Jl

ceding insurer.

Funds withheld may be cash or securities
3
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1. 59
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qualified as admitted assets under part II of chapter 625 and

1. 60

which have a market value e qual to or greater than the credit
taken; or
3.

To the extent that the amount of a clean and

irrevocable letter of credit issued for a term of not less

1.61
1.62

than 1 year conforming to the requirements set forth below,

6

equals or exceeds the liability of a nonauthorized or

1. 64

nonapproved reinsurer for unearned premiums, outstanding
losses and an adequate reserve for incurred but not reported

1. 65

10

losses under a specific reinsurance agreement.

1. 66

11

requirements are that such a clean and irrevocable letter of

12

credit shall be issued under arrangements satisfactory to the

13

department as constituting security to the ceding insurer

14

substantially equal to that of a de posit under subparagraph

1.68

15

2., and that it shall be issued by a banking institution which

1.69

16

1s a member of the Federal Reserve System and of financial

The

standing satisfactory to the Commissioner.

17

(f)

18

A ceding insurer which assumes a substantial

19 1 volume of reinsurance may retrocede all or part of any
20

particular risk or class of risks with any assuming insurer

21

and take credit for such reinsurance, whether or not the

22

assuming insurer is authorized or approved by the department

1. 67

1. 70
1.71
1. 72
1. 73

23' and whether or not funds are withheld by the ceding insurer,

1. 74

24

1. 75

i

unless such retrocessions are found by the department to be

25

for the purpose of evasion of other requirements or

26

prohibitions of this code.
I

(3)

The department shall disallow any credit which it

2e1 finds would be contrary to the proper interest of the

29 I policyholders or stockholders of a ceding domestic insurer.
(4)

No credit shall be allowed for reinsurance in a

nonauthorized or nonapproved assuming insurer unless such
4
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1. 76
1. 77
1. 78
1.79
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insurer designates the Comm1ss1oner or a person resident in
the United States as agent for service of process 1n any

1.80

3 action ar1s1ng out of or in connection with such reinsurance.

1. 81

4

1.82

( 5)

Credit shall be allowed to any ceding insurer for

5 reinsurance otherwise complying with this section only where
1
the reinsurance 1s payable by the assuming insurer on the
b

1.83

basis of the liability of the ceding insurer under the

1. 84

3

contract or contracts reinsured without diminution because of

2.1

9

insolvency of the ceding insurer.

2.2

10

any ceding insurer for reinsurance otherwise complying with

11
12

13

Credit shall be allowed to

this section only where the reinsurance agreement provides

2.3

that payments by the assuming insurer shall be made directly

2.4

to the ceding insurer or its receiver, except:
Where the reinsurance agreement specifically

2.5

15

provides payment to the named insured, assignee or named

2.6

16

beneficiary of the policy issued by the ceding insurer in the

(a)

17

18

event of the insolvency of the ceding insurer; or
(b)

Where the assuming insurer, with the consent of

19

the named insured, has assumed the policy obligations of the

20

ceding insurer as direct obligations of the assuming insurer

21

in substitution for the obligations of the ceding insurer to

22

the named insured.

23

( 6)

No person, other than the ceding insurer, shall

24

have any rights against the reinsurer which are not

25

specifically set forth in the contract of reinsurance or in a

26

specific written, signed agreement between the re1nsurer and
the person.

2.7
2.8
2.9
2.10
2.11

2.12
2.14

No authorized insurer shall knowingly accept as

2.15

assuming reinsurer any risk covering a subJect of insurance

2.16

30

resident, located or to be performed in this state and written

31

directly by any insurer not then authorized to transact such

2.18

(7)

29

5
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insurance in this state, other than as to surplus lines
insurance lawfully written under part VI o f chapter 626.
Section 2.

3
.t

Section 628. 611, Flor 1da Statutes, 1982

2.19
2.20

Supplement, 1s amended to read:

5

(Substantial rewording of section.

0

s. 628.611, F.S., 1982 Supp., for present text.)

l:lus

628.611

2.23

(l) (a}

See

2.22

Re1nsurance.-A ceding captive insurer may reinsure all or

2.23

any part of any particular risk or class of risks with an

2.24

10

assuming insurer authorized by the department to transact such

2.25

11

line of insurance or reinsurance 1n this state.

2. 26

Credit may be

12 taken for reinsurance with an authorized insurer subJect to
13

2.27

the other requirements of this code.
(b)

A ceding captive insurer may reinsure all or any

151 part of any particular risk or class of risks with an assuming
16 i insurer approved by the department to transact such line of

2.28
2.29

I

11j reinsurance in this state.

The department shall approve only

2.31

15, solvent insurers meeting the criteria established for
19; authorized insurers 1n this state.

From time to time the

2.33

20: department shall publish a list of insurers approved pursuant
21' to this subsection. Credit may be taken for reinsurance with
i
22 an approved re1nsurer subJect to the other requirements of
23

this code.

24

(c)

A ceding captive insurer may reinsure all or any

2.35
2.36
2.37

25

part of any particular risk or class of risks with an assuming

26

underwriting member of an insurance exchange domiciled in any

�7

other state or Jurisdiction in the United States provided the

2.39

28

insurance exchange presents to the department for its approval

2.40

29

and maintains satisfactory evidence that such assuming

JO

underwriting member maintains the standards and meets the

Jl

financial requirements applicable to an authorized insurer.
6
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Subject to the other provisions of this code, credit may be

2.42

taken for reinsurance with members approved under this

2.43

subsection by the department.
(d)

A ceding captive insurer may reinsure all or any

part of any particular risk or class of risks with a group of
0

2.44
2.46

individual unincorporated alien insurers which ma1nta1ns funds
held 1n trust for United States policyholders and

2.47

benef1c1ar1es in a bank or trust company subject to
9

superv1s1on by any state of the United States or which group

2.48

10

is a member of the Federal Reserve System 1n an amount not

2.49

11

less than $50,000,000 and which group satisfies the department

12

by f1l1ng annually evidence that it can meet its obligations

2.50

13

under its reinsurance agreements.

2.51

14

provisions of this code, credit may be taken for reinsurance

15

with a group approved under this subsection by the department.

16

17

(e)

Subject to the other

Credit in accounting and financial statements on

account of reinsurance ceded to a nonauthorized or nonapproved

2. 52
2.53
2.54

18 ! reinsurer shall be allowed only:
1.

Where it is demonstrated by the ceding captive

20

insurer to the satisfaction of the depar tment that such

21

reinsurer maintains the standards and meets the financial

22

requirements applicable to an authorized insurer; or

23

2.

To the extent of deposits by, or funds withheld

2.55
2.56
2.57
2.58

24

from, such reinsurer pursuant to express provision therefor in

2.59

25

the reinsurance contract as security for the payment of the

26

obligations thereunder if such deposits or funds are held

2.60

;_7

subject to withdrawal by, and under the control of, the ceding

2. 61

28; captive insurer or are placed 1n trust for such purposes in a
29

bank which 1s a member of the Federal Reserve System if

2.62

30

withdrawals from the trust cannot be made without the consent

2.63

31

of the ceding captive insurer.

Funds withheld may be cash or

2.64

7
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securities qual1f1ed as admitted assets under part II of

2.64

chapter 625 and which have a market value equal to or greater

2.65

than the credit taken; or
3.

To the extent that the amount of a clean and

irrevocable letter of credit issued for a term of not less
6
a

nonapproved re1nsurer for unearned premiums, outstanding

9

losses and an adequate reserve for incurred but not reported

10

losses under a spec1£1c reinsurance agreement.

11

requirements are that such a clean and irrevocable letter of

12

credit shall b e issued under arrangements satisfactory to the

13

department as constituting security to the ceding captive

u

insurer substantially equal to that of a deposit under

15

subparagraph 2., and that it shall be issued by a banking

16

institution which is a member of the Federal Reserve System

17

and of financial standing satisfactory to the Commissioner.
(2)

The

The department shall disallow any credit which it

19

finds would be contrary to the proper interest of the

20

policyholders or stockholders of a ceding domestic captive

21

insurer.

22

2.67

than l year conforming to the requirements set forth below,
equals or exceeds the liability of a nonauthorized or

18

2.66

{3)

No credit shall be allowed for reinsurance in a

2.68
2.69
2.70
2. 71

2.73
2.74
2.75
2.76

2.77
2.78

23

nonauthorized or nonapproved assuming insurer unless such

24

insurer designates the Comnussioner or a person resident 1n

25

the United States as agent for service of process in any

2.79

26

action arising out of or in connection with such reinsurance.

2.80

27

(4)

Credit shall be allowed to any ceding captive

2.81
2.82

28

insurer for reinsurance otherwise complying with this section

29

only where the reinsurance is payable by the assuming insurer

30

on the basis of the liability of the ceding captive insurer

2.83

31

under the contract or contracts reinsured without diminution

2.84

8
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because of insolvency of the ceding captive insurer.

Credit

3.1

shall be allowed to any ceding captive insurer for reinsurance
3

otherwise complying with this section only where the

4

reinsurance agreement provides that payments by the assuming

5

insurer shall be made directly to the ceding captive insurer

6

or its receiver, except:
( a)

Where the reinsurance specifically provides

payment to the named insured, assignee or named beneficiary of

3.2
3.3
3.4
3.5

the policy issued by the ceding captive insurer 1n the event
10
11

of the insolvency of the ceding captive insurer; or
(b)

Where the assuming insurer, with the consent of

12

the named insured, has assumed the policy obl1gat1ons of the

1�

ceding captive insurer as direct obligations of the assuming
insurer in substitution for the obligations of the ceding

lS
16

(5)

No person, other than the ceding captive insurer,

shall have any rights against the reinsurer which are not

15

specifically set forth in the contract of reinsurance or in a

19

specific written, signed agreement between the reinsurer and

21

3.7
3.8
3.9

captive insurer to the named insured.

17

20

3. 6

3.10
3.11
3.12

the person.
(6 )

No captive insurer shall knowingly accept as

3.13
3.14

22

assuming reinsurer any risk covering a subJect of insurance

2J

resident, located or to be performed in this state and written

24

directly by any insurer not then authorized to transact such

3.15

25

insurance in this state, other than as to surplus lines

3.16

2,

insurance lawfully written under part VI of chapter 626.

27
28

Section 3.

Section 629.501, Florida Statutes, 1982

3.17
3.18

Supplement, is amen ded to read:
See

3.19

29

{Substantial rewording of section.

30

s. 629.501, F.S., 1982 Supp., for present text.)

l:lus

31

629.501

3.20

Reinsurance.-9
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(1) (a)
3

A ceding l1m1ted reciprocal insurer may

3.20

re1nsure all or any part of any particular risk or class of

3.21

risks with an assuming insurer authorized by the department to

3.22

4 transact such line of insurance or reinsurance in this state.
5, Credit may be taken for reinsurance with an authorized insurer

3.23

6

3.24

subJect to the other requirements of this code.
(b)

A ceding limited reciprocal insurer may reinsure

all or any part of any particular risk or class of risks with
G

an assuming insurer approved by the department to transact

10

such line of reinsurance in this state.

11

approve only solvent insurers meeting the criteria established

11

for auth orized insurers 1n this state.

13

department shall publish a list of insurers approved pursuant

u

to this subsection.

15

an approved reinsurer subject to the other requirements of

16

this code.

17

(c)

The department shall
From time to time the

Credit may be taken for reinsurance with

3.25
3.26
3.28
3.30
3.32
3.33

A ceding limited reciprocal insurer may reinsure

3.34

18

all or any part of any particular r isk or class of risks with

19

an assuming underwriting member of an insurance exchange

20

domiciled in any other state or Jurisdiction in the United

3.36

21

States provided the insurance exchange presents to the

3.37

2i

department for its approval and maintains satisfactory

3.38

23

evidence that such assuming underwr1t1ng member maintains the

3.39

24

standards and meets the financial requirements applicable to

25

an authorized insurer.

SubJect to the other provisions of

'261 this section, credit may be taken for reinsurance with members
??, approved under this subsection by the department.
(d)
29

A ceding limited reciprocal insurer may reinsure

all or any part of any particular risk or class of risks with

301 a group of individual unincorporated alien insurers which

31] maintains funds held in trust for United States policyholders
10
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nonapproved reinsurer for unearned premiums, outstanding
2 losses and an adequate reserve for incurred but not reported

3.66

3

3.67

losses under a specific reinsurance agreement.

The

41 requirements are that such a clean and irrevocable letter of
I

51 credit shall be

issued

under arrangements

satisfactory

to the

3.68

6] department as constituting security to the ceding l1m1ted
1 1 reciprocal insurer substantially equal to that of a deposit

3.69

8

under

3.70

9

banking 1nstitut1on which is a member of the Federal Reserve

10

System and of f1nanc1al standing satisfactory to the

11

Commissioner.

subparagraph 2., and that 1 t shall be issued by a

(2)

12

The department shall disallow any credit which 1t

13

finds would be contrary to the proper interest of the

1�

policyholders or stockholders of a ceding domestic limited

15

reciprocal insurer.
(3)

lb

17

1

No credit shall be allowed for reinsurance in a

3. 71

3. 72

3.73
3.74

nonauthorized or nonapproved assuming limited reciprocal

18

insurer unless such insurer designates the Commissioner or a

3.75

19

person resident in t he United States as agent for service of

3.76

20

process in any action arising out of or in connection with

21

such reinsurance.

22 1

I4I

3. 77

Credit shall be allowed to any ceding lirni ted

23! reciprocal insurer for reinsurance otherwise complying with

3. 77
3.78

24

this section only where the reinsurance is payable by the

25

assuming insurer on the basis of the liability of the ceding

3.79

�o

limited reciprocal insurer under the contract or contracts

3.80

27

reinsured without diminution because of insolvency of the

2�

ceding insurer.

29

reciprocal insurer for reinsurance otherwise complying with

30

this section only where the reinsurance agreement provides

31

that payments by the assuming insurer shall be made directly

Credit shall be allowed to any ceding limited

12
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and benef1c1aries in a bank or trust company subject to

3.46

2 supervision by any state of the United States or which group
3

is a member of the Federal Reserve System in an amount not

3.47

4

less than $50,000,000 and which group satisfies the department

3.48

by filing annually evidence that it can meet
under its reinsurance agreements.

its

obligations

Credit may be taken for

3.50

reinsurance with groups approved under this subsection by the
3.51

department.

9

(e)

Credit in accounting and financial statements on

10 account of reinsurance ceded to a nonauthor1zed or nonapproved
11
12

3.51
3.52

reinsurer shall be allowed only:
1.

Where 1t is demonstrated by the ceding limited

3.53

13

reciprocal insurer to the satisfaction of the department that

14

such reinsurer maintains the standards and meets the financial

3.54

15

requirements applicable to an authorized insurer; or

3. 55

16

2.

To the extent of deposits by, or funds withheld

3.55

17

from, such re1nsurer pursuant to express provision therefor in

3.56

18

the reinsurance cont ract as security for the payment of the

3.57

19

obligations thereunder 1f such deposits or funds are held

20

subject to withdrawal by, and under the control of, the ceding

21

l1m1ted reciprocal insurer or are placed 1n trust for such

2�

purposes 1n a bank which is a member of the Federal Reserve

3.59

23

System 1f withdrawals from the trust cannot be made without

3.60

24

the consent of the ceding limited reciprocal insurer.

3.61

25

withheld may be cash or securities qualified as admitted

�6

assets under part II of chapter 625, and which have a market

�7

value equal to or greater than the credit taken; or

28

3.

Funds

To the extent that the amount of a clean and

3.58

3.62
3.63

29

irrevocable letter of credit issued for a term of not less

30

than 1 year conforming to the requirements set forth below,

3. 64

Jl

equals or exceeds the liability of a nonauthor1zed or

3.65

11
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to the ceding l1m1ted reciprocal insurer or its receiver,
except:

3.84
(a)

Where the reinsurance agreement specifically

4

provides payment to the named insured, assignee or named

5

benef1c1ary of the policy issued by the ceding limited
4.2

ceding l1m1ted reciprocal insurer; or

4. 3

Where the assuming insurer, with the consent of

9

the named insured, has assumed the policy obligations of the

10

ceding limited reciprocal insurer as direct obligations of the

11

1

12

4.1

reciprocal insurer in the event of t he insolven cy of the
(b)

8

3.84

4.3
4.4

assuming insurer 1n subst1tut1on for the obl1gat1ons of the

4. 5

ceding limited reciprocal insurer to the named insured.

4.6

(5)

No person, other than the ceding lim1 ted

4.6
4.7

1,

reciprocal insurer, shall have any rights against the

15

reinsurer which are not specifically set forth in the contract

16

of reinsurance or in a specific written, signed agreement

4.8

17

between the reinsurer and the person.

4.9

18'

(6)

No limited reciprocal insurer shall knowingly

4.9

19

accept as assuming reinsurer any risk covering a subject of

20

insurance resident, located or to be performed in this state

21

and written directly by any insurer not then authorized to

4.11

22

transact such insurance in this state, other than as to

4.12

23

surplus line s insurance lawfully written under part VI of

2,

chapter 626.

25

Section 4.

4.10

4.13

This act shall take effect October 1, 1983.

27
28
2?
JO
31
13
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*****************************************

l:hbs

HOUSE SUMMARY

l:hbs

Increases the types of risks or classes of risks which
ceding insurers may re1nsure. Expands the types of
insurers and entities with whom a ceding insurer may
reinsure such risks. Conforms provisions relating to
reinsurance by captive insurers and limited reciprocal
insurers.

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

;o
31

14
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SUBJECT:

SB 0812 by
Senator Hair

Present Situation:
Section 624.410, Florida Statutes, provides the standards for
allowing insurers to re1nsure their risks and for allowing
insurers to accept reinsurance. By ceding risks to a re1nsurer
as authorized by this section, an insurer may reduce its
l1ab1l1t1es reported 1n its annual financial statement.
Amb1gu1t1es in the current law make 1t unclear under certain
circumstances whether insurers are authorized to reduce their
l1abil1t1es for ceded risks.

reproduced by

Currently, an insurer may accept reinsurance only of risks it
is authorized to insure directly.

FLORIDA STATE ARCHIVES
DEPARTMENT OF STATE

R. A. GRAY BUILDING

Tallahassee, FL 32399-0250

Serles / 1(

Com.

SUMMARY:
A.

Carton

1.
2.
3.

ACTION

BILL NO. AND SPONSOR:

Reinsurance

I.

REFERENCE

l 2� -1�

Insurers are authorized to reinsure risks with insurers
licensed to transact insurance in this state or approved by the
Department of Insurance for the purpose of such reinsurance.
Under current law, the department shall not approve any
proposed reinsurance which it finds would be contrary to the
proper interests of the policyholders or stockholders of a
ceding domestic insurer.
Currently, a provision is required in the reinsurance treaty
that the reinsurance is payable by the assuming insurer to the
ceding insurer on the basis of the liability of the ceding
insurer under the contracts reinsured without di munition
because of the insolvency of the ceding insurer.

B.

Effect of Proposed Changes:
The bill provides the following spec1f1c standards as to which
entities may be approved for reinsurance purposes:
- An insurer authorized to do business in this state.
- An insurer not authorized to do business 1n this state but
who meets the criteria established for an authorized insurer.
- An insurance exchange domiciled in any other state which
meets the standards and financial requirements applicable to an
authorized insurer.
- A group of unincorporated alien insurers {e.g. Lloyd 1 s of
London) which maintains at least $50,000,000 held in trust for
United States policyholders in a United States bank or trust
company and who otherwise satisfies the department that it can
meet its obligations under its reinsurance agreements.
- Non-authorized or non-approved entities 1f funds are held 1n
trust or secured by a letter of credit subject to control by

REVISED:
DATE:

April 22, 1983

BILL NO. SB 0812
Page

2

the ceding insurer providing security for the payment of
obl1gat1ons under the reinsurance treaties.
New prov1s1ons are added requiring non-authorized or non
approved assuming insurers to designate the Comm1ss1oner or a
person resident 1n the United States as agent for service of
process.
Under this bill, reinsurance 1s payable by the assuming insurer
to the ceding insurer on the basis of the l1ab1l1ty of the
ceding insurer under the contracts re1nsured without d1mun1t1on
because of the insolvency of the ceding insurer except:
- Where the reinsurance agreement spec1f1cally provides for
direct payment to the named insured 1n the event of the
insolvency of the ceding insurer, or
- Where the assuming insurer with the consent of the insured
has assumed the policy obligations of the ceding insurer.
The bill also clarifies the interest of third parties in a
reinsurance contract. The basic principle of reinsurance
distinguishing it from primary insurance is that it 1s a
contract of indemnity between only the reinsurer and the ceding
insurer. The only exception to this rule is when the re1nsurer
expressly assumes its ceding insurers' policy obligations to
the insured or specifies the insured as a payee under the
reinsurance contract.
The bill deletes the current exemption for title insurance, wet
marine and transportation insurance from the section.
Sections 628.611 and 629.501, Florida Statutes, are amended to
make the above provisions applicable to captive insurers and
limited reciprocal insurers.
II.

ECONOMIC IMPACT AND FISCAL NOTE:
A.

Publ ic:
By specifying in greater detail the requirements for reinsuring
risks , the bill will alleviate problems experienced by insurers
in determining whether ceded risks could be deducted from its
liabilities on the annual statement filed with the department.
To the extent that ceded risks are more clearly authorized,
this will be to the financial benefit of insurers.

B.

Government:
None.

II I.
IV.

COMMENTS:
AMENDMENTS:

9-lOOOA-83
A bill to be entitled
rnproduced by
FLORIDA STATE ARCf.!IVE$
DEPARTMENT OF STATE
R. A. GRAY BUILDING 4
Tallahassee, Fl 32399-0250

,enes (':(

An act relating to reinsurance, amending ss.
624.610, 628.611, 629.501, Florida Statutes,
1982 Supplement, providing minimum standards

Carton -'--'='4-1,,-

for reinsurance contracts which must be met in

6

order for a domestic, captive, or reciprocal

7

insurer to receive credit for reinsurance;

8

providing that no person other than the ceding

9

insurer has rights against the re1nsurer not

10

specifically stated by contract; providing an

11

effective date.

12
13

Be It Enacted by the Legislature of the State of Florida:

H

15
16

Section 1.

Section 624.610, Florida Statutes, 1982

Supplement, 1s amended to read:
See

17

(Substantial rewording of section.

18

s. 624 610, F.S , 1982 Suop., for present text.)

19

624.610

20

(1)

Reinsurance.--

An insurer may assume reinsurance only of s�ch

21

risks, and retain risk thereon within such limits, as it is

22

otherwise authorized to insure er reinsure.

23

cede or retrocede credit life insurance, credit disability

24

insurance, or both credit life and credit d1sab1li�y insurance

25

covering a =isk located or written 1n this state to any

26

insurer not authorized to transact insurance 1n this state or

27

approved by the department for such line of insurance.

28

{2)(a)

No insurer shall

A ceding insurer may reinsure all or any part

29

of any particular risk or class of risks with an assuming

30

insurer authorized by the department to transact such line of

31

insurance or reinsurance in this state.

Credit may be taken

1
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1

for re1nsurahce with an aut�or1zed insurer subJect to the

2

other requirements of this code

3

(b)

A ceding insurer may re1nsure all or any part of

4

any particular risk or class of risks with an assuming insurer

5

approved by the department to transact such line of

6

reinsurance 1n this state.

7

solvent insurers meeting the criteria established for

8

authorized insurers 1n this state.

9

department shall publish a 11st of insurers approved pursuant

The department shall approve only
From time to time the

10

to this subsection

11

an approved re1nsurer subJect to the other requirements of

12

this code.

13

(c)

Credit may be taken for reinsurance with

A ceding insurer may re1nsure all or any part of

H

any particular risk or class of risks with an assuming

15

underwriting member of an insurance exchange domiciled in any

16

other state or Jurisdiction in the United States provided the

17

insurance exchange presents to the department for its approval

18

and maintains satisfactory evidence that such assuming

19

underwriting member maintains t�e standards and meets the

20

financial requirements applicable to an authorized insurer.

21

Credit may be taken for reinsurance w1th members approved

22

under this subsection by the department.

23

(d)

A ceding insurer may reinsure all or any part of

24

any particular risk or class 0£ risks with a group of

25

individual, unincorporated alien underwr::..ters which maintain

26

funds held 1n trust for U nited States policyholders and

27

beneficiaries in a bank or trust company subJect to

28

supervision cy any state of the United States or that is a

29

merr�er of the Federal Reserve System in an amount not less

30

than $50,000,000 and which group satisfies the department by

31

f1l1ng annually evide�ce that it can meet its obligations
2
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l

under its reinsurance agreements.

2

reinsurance with groups approved under this subsection by the

3

department.

4

(e)

Credit may be taken for

A ceding insurer which assumes a substantial

5

volume of reinsurance may retrocede all or part of any

6

particular risk or class of risks with any assuming insurer

7

and take credit for such reinsurance, whether or not the

8

assuming insurer 1s authorized or approved by the department

9

and whether or not funds are withheld by the ceding insurer,

10

unless such retrocess1ons are found by �he department, to be

11

for the purpose of evasion of other requirements or

12

proh1b1t1ons of this code.

13

(f)

Credit 1n accounting and financial statements on

14

account of reinsurance ceded to a nonauthorized or nonapproved

15

reinsurer shall be allowed only.

16

l.

�bere it is demonstrated by the ceding insurer to

17

the satisfaction of the department that such reinsurer

18

maintains the standards and meets the financial requirements

19

applicable to an authorized insurer,

20

2.

To the extent of deposits by, or funds withheld

21

from, such reinsurer pursuant to express provision therefor in

22

the reinsurance contract as security for the payment of the

23

obligations thereunder if such deposits or funds are held

24

subJect to withdrawal by, and under the control of, the ceding

25

insurer or are placed in trust for such purposes in a bank

26

which is a member of the Federal Reserve System if withdrawals

27

from the trust cannot be made without the consent of the

28

ceding insurer.

29

qualified as admitted assets under part II of chapter 625 and

30

which have a market value equal to or greater than the credit

31

taken; or

Funds withheld may be cash or securities

3
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3.

To the extent that the amount of a clean and

2

irrevocable letter of credit issued for a term of not less

3

than one year conform1ng to the requirements set forth below,

4

equals or exceeds the l1ab1l1ty of an unauthorized or

5

unapproved re1nsurer for unearned premiums, outstanding

6

losses, and an adequate reserve for incurred but not reported

7

losses under a spec1f1c reinsurance agreement.

8

requirements are that such a clean and irrevocable letter of

9

credit shall be issued under arrangements satisfactory to the

The

10

department as const1tut1ng security to the ceding insurer

11

substantially equal to that of a deposit under subparagraph

12

2., and that 1t shall be issued by a banking 1nst1tut1on which

13

is a member of the Federal Reserve System and of financial

14

standing satisfactory to the commissioner.

15

(3)

The department shall disallow any credit which it

16

finds would be contrary to the proper interest of the policy

17

holders or stockholders of a ceding domestic insurer.

18

(4}

No credit shall be allowed for reinsurance 1n an

19

unauthorized or unapproved assuming insurer unless such

20

insurer designates the commissioner or a person resident in

21

the United States as agent for service of process in any

22

action arising out of or in connection with such reinsurance.

23

( 5)

For reinsurance involving the payment of

24

provisional corr�issions, only the guaranteed minimum

25

commission and any portion in excess of the minimum which has

26

been earned under the provisions of the contract shall be

27

treated by the company as an asset.

28

(6)

Credit shall be allowed to any ceding insurer for

29

reinsurance otherwise complying with this section only where

30

the reinsurance 1s payable by the assuming insurer on the

31

basis of the l1ab1l1ty of the ceding insurer under the
4
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1

contract or contracts reinsured without diminution because of

2

insolvency of the ceding insurer.

3

any ceding insurer for reinsurance otherwise complying with

4

this section only where the reinsurance agreement provides

5

that payments by the assuming insurer shall be made directly

6

to the ceding insurer or its receiver, except where:

7

{a)

Credit shall be allowed to

The reinsurance contract spec1£1cally provide$

8

payment to the named insured, assignee, or named beneficiary

9

of the policy issued by the ceding insurer in the event of the

10
11

insolvency of the ceding insurer, or
(b)

The assuming insurer, with the consent of the

12

direct insured, has assumed the policy obl1gat1ons of the

13

ceding insurer as direct obligations of the assuming insurer

14

in substitution for the obligations of the ceding insurer to

15

the named insured.

16

(7)

No person, other than the ceding insurer, shall

17

have any rights against the re1nsurer which are not

18

specifically set forth in the contract of reinsurance or in a

19

specific written, signed agreement between the reinsurer and

20

the person.

21

(8)

No authorized insurer shall knowingly accept as

22

assuming re1nsurer any risk covering a subJect or insurance

23

resident, located, or to be performed in this state and

24

written directly by any insurer not then authorized to

25

transact such insurance in this state, other than as to

26

surplus lines insurance lawfully written under part VI of

27

chapter 62 6.

28
29

Section 2.

Section 628.611, Florida Statutes, 1982

Supplement, is amended to read:

30

(Substantial rewording of section.

31

s. 628.611, F.S., 1982 Supp , for present text

See

5
COOING: Word5 rn ��type ore delet1on5 from ex1s.t1ng low, words. underlined ore odd1t1on5.

9-l000A-83
1

628.611

2

(l)(a}

Reinsurance.-A ceding captive insurer may reinsure all or

3

any part of any particular risk with an assuming insurer

4

authorized by the department to transact such line of

5

insurance or reinsurance in this state.

6

for reinsurance with an authorized or approved insurer subJect

7

to the other requirements of this code.

8
9

(b)

Credit may be taken

A ceding captive insurer may re1nsure all or any

part of any particular risk or class of risks with an assuming

10

insurer approved by the department to transact such line of

11

reinsurance in this state.

12

solvent insurers meeting the criteria established for

13

authorized insurers 1n this state.

14

department shall publish a 11st of insurers approved pursuant

15

to this subsection.

16

an approved reinsurer subJect to the other requirements of

17

this code.

18

(c)

The department shall approve only
From time to time the

Credit may be taken for reinsurance �1th

Credit in accounting and financial statements on

19

account of reinsurance ceded to an unauthorized or unapproved

20

reinsurer shall be allowed only

21

1.

Where it is demonstrated by the ceding captive

22

insurer to the satisfaction of the department that such

23

reinsurer maintains the standards and meets the financial

24

requirements applicable to an authorized insurer;

25

2.

To the extent of deposits by, or funds withheld

26

from, such re1nsurer pursuant to express provision therefor in

27

the reinsurance car.tract as security for the payment of the

28

obl1gat1ons thereunder if such deposits or funds are held

29

subject to withdrawal by, and under the control of, the ceding

30

captive insurer or are placed in trust for such purposes in a

31

bank which is a member of the Federal Reserve System if
6
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withdrawals from the trust cannot be made without the consent

2

of the ceding captive insurer.

3

securities qualified as admitted assets under part II of

4

chapter 625, and which have a market value equal to or greater

5

than the credit taken, or

6

3

Funds withheld may be cash or

To the extent that the amount of a clean and

7

irrevocable letter of credit issued for a term of not less

8

than one year conforming to the requirements set forth below,

9

equals or exceeds the l1ab1l1ty of an unauthorized or

10

unapproved re1nsurer for unearned premiums, outstanding

11

losses, and an adequate reserve for incurred but not reported

12

losses under a specific reinsurance agreement.

13

requirements are that such a clean and irrevocable letter of

14

credit shall be issued under arrangements satisfactory to the

15

department as constituting security to the ceding captive

16

insurer substant�ally equal to that of a deposit under

17

subparagraph 2., and that it shall be issued by a banking

18

institution which is a member o: the Federal Reserve System

19

and of financial standing satisfactory to the commissioner.

20

(d)

The

A ceding captive insurer may re1nsure all or any

21

part of any particular risk or class of risks with an assuming

22

underwriting member of an insurance exchange domiciled in any

23

other state or Jurisdiction 1n the United States if the

24

insurance exchange presents to tbe department for its approval

25

and maintains satisfactory evidence that such assuming

26

underwriting member maintains the standards and meets the

27

financial requirements applicable to an authorized insurer.

28

(e)

A ceding captive insurer which assumes a

29

substantial volume of reinsurance may retrocede all or part of

30

any particular risk or class of risks with any assuming

31

insurer and take credit for such reinsurance, whether or not

7
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the assuming insurer 1s authorized or approved by the

2

department and whether or not funds are withheld by the ceding

3

captive insurer, unless such retrocess1ons are found by the

4

department to be for the purpose of evasion of other

5

requirements or proh1b1t1ons of this code.

6

(2)

The department shall disallow any credit which it

7

finds would be contrary to the proper interest of the

8

policyholders or stockholders of a ceding captive insurer.

9

(3)

No credit shall be allowed for reinsurance 1n an

10

unauthorized or unapproved assuming insurer unless such

11

insurer designates the comm1ss1oner or a person resident 1n

12

the United States as agent for service of process 1n any

13

action ar1s1ng out of or in connection with such reinsurance

14

(4)

No credit shall be allowed for reinsurance unless

15

there is a bona fide agreement to transfer risk from the

16

ceding captive insurer to the reinsurer and that the surplus

17

committed by the reinsurer to the ceding captive insurer

18

cannot be recovered at the re1nsurer 1 s own option or at the

19

insolvency of the ceding company but only by the working out

20

of the business reinsured or by the election of the ceding

21

captive insurer.

22

( 5)

For reinsurance involving the payment of

23

provisional comm1ss1ons, only the guaranteed minimum

24

comm1ss1on and any portion in excess of the minimum which has

25

been earned under the provisions of the contract shall be

26

treated by the company as an asset.

27

(6)

Credit shall be allowed to any ceding captive

28

insurer for reinsurance otherwise complying with this section

29

only where the reinsurance is payable by the assuming insu=er

30

on the basis of the liability of the ceding captive insurer

31

under the contract or contracts reinsured without diminution
8
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because of insolvency of the ceding insurer

2

allowed to any ceding captive insurer for reinsurance

3

otherwise complying with this section only where the

4

reinsurance agreement provides that payments

5

insurer shall be made directly to the ceding captive insurer

6

or its receiver, except where:

7

(a)

Credit shall be

by

the assuming

The reinsurance contract specifically provides

8

payment to the named insured, ass�gnee, or named beneficiary

9

of the policy issued

10
11

by

the ceding insurer in the event of the

insolvency of the ceding insurer; or
(b)

The assuming insurer, with the consent of the

12

named insured, has assumed the policy obl1gat1ons of the

13

ceding captive insurer as direct obligations of the assuming

14

insurer in substitution for the obligations of the ceding

15

insurer to the direct insured.

16

(7)

No person, other than the ceding captive �nsurer,

17

shall have any rights against the reinsurer which are not

18

specifically set forth in the contract of reinsurance or in a

19

specific written, signed agreement between the reinsurer and

20

the person.

21

(8)

No

captive insurer shall knowingly accept as

22

assuming re1nsurer any risk covering a subJect or insurance

23

resident, located, or to be performed in this state and

24

written directly by any insurer not then authorized to

25

transact such insurance in this state, other than as to

26

surplus lines insurance lawfully written under part VI of

27

chapter 626.

28
29

Section 3.

Section 629 501, Florida Statutes, 1982

Supplement, is amended to read:

30

(Substantial rewording of section.

31

s. 629.501, F.S., 1982 Suop., for present text.)

See

9
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629.501

2

{l)(a)

Reinsurance.-A ceding limited reciprocal insurer may

3

reinsure all or any part of any particular risk with an

4

assuming insurer authorized by the department to transact such

5

line of insurance in this state.

6

reinsurance with an authorized or approved insurer subJect to

7

the other requirements of this code.

8
9

(b)

Credit may be taken for

A ceding limited reciprocal insurer may reinsure

all or any part of any particular risk or class of risks with

10

an assuming insurer approved by the department to transact

11

such line of reinsurance in this state.

12

approve only solvent insurers meeting the cr1ter1a extabl1shed

13

for authorized insurers in this state.

14

department shall publish a list of insurers approved pursuant

15

to this subsection.

16

an approved reinsurer subJect to the other requirements of

17

this code.

18

( C)

The department shall
From time to time the

Credit may be taken for reinsurance with

Credit in accounting and financial statements on

19

account of reinsurance ceded to an unauthorized or unapproved

20

reinsurer shall be allowed only.

21

1.

Where it is demonstrated by the ceding limited

22

reciprocal insurer to the satisfaction of the department that

23

such reinsurer maintains the standards and meets the financial

24

requirements applicable to an authorized insurer;

25

2.

To the extent of deposits by, or funds withheld

26

from, such reinsurer pursuant to express provisions therefor

27

in the reinsurance contract as security for the payment of the

28

obligations tnereunder if such deposits or funds are held

29

subject to withdrawal by, and under the control of, the ceding

30

limited reciprocal insurer or are placed in trust for such

31

purposes in a bank which is a member of the federal Reserve
10
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1

System if withdrawals from the trust cannot be made without

2

the consent of the ceding limited reciprocal insurer.

3

wi�hheld may be cash or securities qualified as admitted

4

assets under part II of chapter 625, and which have a market

5

value equal to or greater than the credit taken; or

6

3.

Funds

To the extent that the amount of a clean and

7

irrevocable letter of credit issued for a term of not less

8

than one year conforming to the requirements set forth below,

9

equals or exceeds the l1ab1l1ty of an unauthorized or

10

unapproved re1nsurer for unearned premiums, outstanding losses

11

and an adequate reserve for incurred but not reported losses

12

under a specific reinsurance agreement.

13

that such a clean and irrevocable letter of credit shall be

14

issued under arrangements satisfactory to the department as

15

constituting security to the ceding limited reciprocal insurer

16

substantially equal to that of a deposit under subparagraph

17

2., and that it shall be issued by a banking institution which

18

is a member of the Federal Reserve System and of financial

19

standing satisfactory to the commissioner.

20

(d)

The requirements are

A ceding limited reciprocal insurer may reinsure

21

all or any part of any particular risk or class of risks with

22

an assuming under�riting member of an insurance exchange

23

domiciled in any other state or Jurisdiction 1n the United

24

States 1£ the insurance exchange presents to the department

25

for its approval and maintains satisfactory evidence that such

26

assuming underwr1t1ng member maintains the standards and meets

27

the financial requirements applicable to an authorized

28

insurer.

29

(e)

A ceding limited reciprocal insurer which assumes

30

a substantial volume of reinsurance may retrocede all or part

31

of any particular risk or class of risks with any assuming
11
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insurer and take credit for such reinsurance, whether or not

2

the assuming insurer 1s authorized or approved by the

3

department and whether or not funds are withheld by the ceding

4

insurer, unless such retrocess1ons are found by the

5

department, to be for the purpose of evasion of other

6

requirements or proh1b1t1ons of this code.

7

(2)

The department shall not disallow any credit wh1ch

8

1t finds would be contrary to the proper interest of the

9

policyholders or stockholders of a ceding l1rn1ted reciprocal

10
11

insurer.
(3)

No credit shall be allowed for reinsurance 1n an

12

unauthorized or unapproved assuming insurer unless such

13

insurer designates the comnuss1oner or a person resident in

14

the United States as agent for service of process in any

15

action arising out of or in connection with such reinsurance.

16

(4)

No credit shall be allowed for reinsurance unless

17

there is a bona fide agreement to transfer risk from the

18

ceding limited reciprocal insurer to the reinsurer and that

19

the surplus committed by the reinsurer to the ceding limited

20

reciprocal insurer cannot be recovered at the reinsurer's own

21

option or at the insolvency of the ceding company but only by

22

the working out of the business reinsured or by the election

23

of the ceding limited reciprocal insurer.

24

(5)

For reinsurance involving the payment of

25

provisional commissions, only the guaranteed minimum

26

commission and any portion in excess of the minimum wh1ch has

27

been earned under the provisions of the contract shall be

28

treated by the company as an asset.

29

(6)

Credit shall be allowed to any ceding insurer for

30

reinsurance otherwise complying with this section only where

31

the reinsurance is payable by the assuming insurer on the
12
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basis of the l1ab1l1ty of the ceding insurer under the

2

contract or contracts reinsured without d1m1nut1on because of

3

insolvency of the ceding insurer.

4

any ceding limited reciprocal insurer for reinsurance

5

otherwise complying with this section only where the

6

reinsurance agreement provides that payments by the assuming

7

insurer shall be made directly to the ceding limited

8

reciprocal insurer or its receiver, except where:

9

(a)

Credit shall be allowed to

The reinsurance contract spec1£1cally provides

10

payment to the named insured, assignee, or named beneficiary

11

of the policy issued by the ceding limited reciprocal insurer

12

in the event of the insolvency of the ceding insurer; or

13

(b)

The assuming insurer, with the consent of the

14

named insured, has assumed the policy obligations of the

15

ceding l�m1ted reciprocal insurer as direct obligations of the

16

assuming insurer 1n substitution for the obligations of the

17

ceding insurer to the direct insured.

18

(7)

No person, other than the ceding limited

19

reciprocal insurer, shall have any rights against the

20

reinsurer which are not specifically set forth in the contract

21

of reinsurance or in a specific written, signed agreement

22

between the reinsurer and the person.

23

(8)

No limited reciprocal insurer shall knowingly

24

accept as assuming re1nsurer any risk covering a subJect of

25

insurance resident, located, or to be performed in this state

26

and written directly by any insurer not then authorized to

27

transact such insurance in this state, other than as to

28

surplus lines insurance lawfully written under part VI of

29

chapter 626.

30

Section 4.

This act shall take effect October l, 1983.

31
13
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2

SENATE SUMMARY

3

Revises various provisions relating to reinsurance
Provides m1n1mum standards £or reinsurance contracts of
domestic, captive, and l1�1ted reciprocal insurers.
Provides that no person other than the ceding insurer has
rights against the re1nsurer other than those stated 1n
the contract.

4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

14
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FLORIDA STATE ARCHIVES
DEPARTMENT OF STATE
R. A. GRAY BUILDING l
Tellahassee, FL 32399-0250
SeMe•

1$

CS for SB 812
A bill to be entitled

An act relating to reinsurance; amending ss

Carton

3

624.610, 628 611, 629 501, Florida Statutes,

4

1982 Supplement; providing m1n1mum standards

5

for reinsurance contracts which must be met in

6

order for a domestic, captive, or reciprocal

7

insurer to receive credit for reinsurance,

8

providing that no person other than the ceding

9

insurer has rights against the re1nsurer not

10

spec1f1cally stated by contract, prov1d1ng an

11

effective date.

12
13

Be It Enacted ny the Legislature of the State of Florida

14
Section 1.

15
16

Section 624 610, Florida Statutes, 1982

Supplement, is amended to read:

17

(Substantial rewording of section.

18

s

19

624.610

20

(1)

See

624 610, F S., 1982 Supp, for nresent text
Reinsurance.--

An insurer may assume reinsurance only of such

21

risks, and retain risk thereon within such limits, as it is

22

otherwise authorized to insure or reinsure

23

cede or retrocede credit life insurance, credit d1sab1l1ty

24

insurance, or both credit life and credit disability insurance

25

covering a risk located or written 1n this state to any

26

insurer not authorized to transact insurance 1n th1s state or

27

approved by the department for such line of insurance.
(2)(a)

28

No insu!:'er shall

A ceding insurer may reinsure all or any part

29

of any particular risk or class of risks with an assuming

30

insurer authorized by the department to transact such line of

31

insurance or reinsurance in this state.

Credit may be taken

l
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1

for reinsurance with an authorized insurer subJect to the

2

other requirements of this code.

3

(b)

A ceding insurer may re1nsure all or any part of

4

any particular risk or class of risks with an assuming insurer

5

approved by the department to transact such line of

6

reinsurance in this state.

7

solvent insurers meeting the cr1ter1a established for

8

authorized insurers in this state.

9

department shall punlish a list of insurers approved pursuant

10

to tn1s s�bsect1on

The department shall approve only
From time to time the

Credit may be taken for reinsurance with

11

an approved reinsurer subJect to the other requirements of

12

this code.

13
14
15
16
17
18
19
20
21

(c)

A ceding insurer may re1nsure all or any part of

any particular risk or class of risks with an assuming
underwriting member of an insurance exchange domiciled 1n any
other state or jur1sd1ct1on 1n the United States provided the
insurance exchange presents to the department for 1ts approval
and maintains satisfactory evidence that such assuming
underwriting member maintains the standards and meets the
financial requirements applicable to an authorized insurer
Subject to the other requirements of this sect1on 1 credit may

22

be taken for reinsurance with me:nbers approved under this

23

subsection by the department.

2J
25
26

(d)

A ceding insurer may reinsure all or any part of

any particular risk or class of risks with a group of
individual, unincorporated alien insurers which maintains

27

funds held in trust for United States policyholders and

28

beneficiaries 1n a bank or trust company subject to

29
30
31

supervision by any state of the United States or which group
1s a member of the Federal Reserve System in an amount not
less than $50, 0 00, 0 00 and which group satisfies the department
2
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l

by filing annually evidence that it can meet its obligations

2

under its reinsurance agreements.

3

requirements of this section, credit may be taken for

4

reinsurance with a group approved under this subsection by the

5

department.
(e)

6

SubJect to the other

Credit in accounting and financial statements on

7

account of reinsurance ceaed to a nonauthor1zed or nonapproved

8

re1nsurer shall be a�lowed only·
l

9

Where it 1s demonstrated by the ceding insurer to

10

the satisfaction of the department that such re1nsurer

11

ma1nt�1ns the standards and meets the financial requirements

12

appl1caole to an author1�ed insurer, or
2

13
14

To the extent of deposits by, or funds withheld

from, suc.h re1.nsurer pursuant to express provision therefor in

15

the reinsurance contract as security for the payment of the

16

obligations thereunder 1£ such depo3its or funds are held

17

subJect �o withdrawal by, and under the control of, the ceding

18

insurer or are placed in trust for such purposes in a bank

19

which is a member of the Federal Reserve System if withdrawals

20

from the tru5t cannot be made without the consent of the

21

ceding insL:rer

22

��al�fied as admitted assets under part II of chapter 625 and

23

which have a market value equal to or greater �ban the credit

24

taken, or

25

3.

Funds withheld may be cash or securities

To the extent that the amount of a clean and

26

irrevocable letter of credit issued for a term of not less

27

than one year confor�ing to the requirements set forth below,

28

equals or exceeds the liability of an unauthorized or

29

unapproved reinsurer for unearned premiums, outstanding

30

losses, and an adequate reserve for incurred but not reported

31

losses under a specific reinsurance agreement.

The

3
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1

requireme�ts are that such a clean and irrevocable letter of

2

credit shall be issued under arrangements satisfactory to the

3

department as constituting security to the ceding insurer

4

substantially equal to that of a deposit under subparagraph

5

2_, and that 1t shall be issued by a banking 1nst1tut1on which

6
7
8
9

1s a member of the Federal Reserve System and of financial

standing satisfactory to the comm1ss1oner.
(f)

A ced�ng insurer which assumes a substantial

vo:ume of re�n3urance may retrocede all or part of any

10

particular risk or class of risks with any assuming insurer

11

and take credit for such reinsurance, whether or not the

12

assuming insurer 1s authorized or approved by the department

13

and whe"::.her or not funds are Hl thheld by the ceding insurer,

14

unless s�ch retrocessions are found by the department, to be

15

for the purpose of evasion of other requirements or

16

prohibitions of tn1s code,

17

(3)

Th� department shall disallow any credit which it

1a

finds would be contrary to the proper interest of the policy-

19

holders or stockholders of a ceding domestic insurer.

20

(4)

tlo cred�t shall be allowed for reinsurance in an

21

unauthorized or unapproved assu�ing insurer unless such

22

insurer designates the commissioner or a person resident in

23

the United States as agent for service of process 1n any

24

action ar1s1ng out of or 1n connection with such reinsurance

25

(5)

Credit shall be allowed to any ceding insurer for

26

reinsurance otherwise complying with this section only where

27

the reinsu�ance is payable by the assuming insurer on the

28

basis of the liability of the ceding insurer under the

29

contract or contracts reinsured without d1m1nut1on because of

30

insolvency of the ceding insurer.

31

any ceding insurer for reinsurance otherwise complying with

Credit shall be allowed to

4
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1

this section or.ly where the reinsurance agreement provides

2

that payments

3

to the ceding insurer or its receiver, except where

4

(a)

by

the assuming insurer shall be made directly

The reinsurance contract specifically provides

5

payment to the named insured, assignee, or named beneficiary

6

of the policy issued by the ceding insurer 1n the event of the

7

insolvency of the ceding insurer, or

8
9

The assuming insurer, with the consent of the

(b)

named 1ns�red, has assumed the policy obligations of the

10

ceding 1�surer as direct obligations of the assuming insurer

11

1n substitution for the obl1gat1ons of the ceding insurer to

12

the named insured.

13

(6)

No person, other than the ceding insurer, shall

14

have any rights against the reinsurer which are not

15

specifically set forth in the contract of reinsurance or in a

16

specific written, signed agreement between the reinsurer and

17

the person.

18

No authorized insurer shall knowingly accept as

(7)

19

assuming reinsurer any risk covering a subJect of insurance

20

resident, located, or to be performed in this state and

21

written directly by any insurer not then authorized to

22

transact such insurance in this state, other than as to

23

surplus lines insurar.ce lawfully written under part VI of

24

chapter 626

25
26

Section 2.

Section 628 611, Florida Statutes, 1982

Supplement, is amended to read:

27

(Substantial rewording of section

28

s

29

628.611

30

(l)(a)

31

See

628.611, F S , 1982 Suop., for oresent text.)
Reinsurance.-A ceding captive insurer may reinsure all or

any part of any particular risk or class of risks with an
5
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l

assuming insurer authorized by the department to transact such

2

line of insurance or reinsurance 1n this state.

3

taken for reinsurance with an authorized insurer subJect to

4

the other requirements of this code

5

(b)

Credit may be

A ceding captive insurer may re1nsure all or any

6

part of any particular risk or class of risks with an assuming

7

insurer approved by the department to transact such line of

8

re1nsu�ance 1n this sta�e.

9

solvent insurers meeting the criteria established for

The department shall approve only

10

authorized insurers 1n this state

11

department shall publish a 11st of insurers approved pursuant

12

to this subsection

13

an approved reinsurer subJect to the other requirements of

14

this code.

15

(c)

From time to time the

Credit may be taken for reinsurance with

A ceding captive insurer may reinsure all or any

16

part of any particular risk or class of risks with an assuming

17

underwriting member of an insurance exchange domiciled in any

18

other state or Jurisdiction in the United States provided the

19

insurance exchange presents to the department for its approval

20

and ma1nta1ns satisfactory evidence that such assuming

21

underwriting member maintains the standards and meets the

22

f�nanc1al requirements applicable to an authorized insurer.

23

SubJect to the other provisions of this code, credit may be

24

taken for reinsurance with members approved under this

25

subsection by the department.

26

(d)

A ceding captive insurer may reinsure all or any

27

part of any particular risk or class of risks with a group of

28

individual unincorporated alien insurers which maintains funds

29

held 1n trust for United States policyholders and

30

beneficiaries in a bank or trust company subJect to

31

superv1s1on by any state of the United States or that is a
6
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member of the Federal Reserve System in an amount not less

2

than $50,000,000 and which group satisfies the department by

3

filing annually evidence that it can meet its obligations

4

under its reinsurance agreements.

5

provisions of this code, credit �ay be taken for reinsurance

6

with groups approved under this subsection by the department.

7

(e)

SubJect to the other

Cred1t in accounting and f1nanc1al statements on

8

account vf re::..:-i.surance ceded to an unauthorized or unapproved

9

re1nsurer shall be allowea only

10
11
12
13
14
15
16
17
18
19
20
21
22

1

Where it 1s demonstrated by the ceding captive

insurer to the satisfaction of the department that such
re1nsurer ma�nta1ns the standards and meets the f1nanc1al
requirements applicable to an authorized insurer,
2

�o the extent of deposits by, or funds withheld

f!."om, suc:1 reinsurer pursuant to express provision therefor 1n
the reinsurance contract as security for the payment of the
obligations thereunder if such deposits or funds are held
subJ ect to wi thd:::a·.val by, and under the control of, the ceding

captive insurer or are placed in trust for such purposes in a
bank whicn is a member of the Federal Reserve System if

withdrawals from the trust cannot be made without the consent
Funds withheld may be cash or

of the ceding captive insurer.

23

securities qualified as admitted assets under part II of

24

chapte:- 625, and which have a market value equal to or greater

25
26

than the credit taken, or
3.

To the extent that the amount of a clean and

27

irrevocable letter of credit issued for a term of not less

28

than one year conforming to the requirements set forth below,

29

equals or exceeds the liability of an unauthorized or

30

unapproved reinsurer for unearned premiums, outstanding

31

losses, and an adequate reserve for incurred but not reported
7
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l

losses under a specific reinsurance agreement.

2

requirements are that such a clean and irrevocable letter of

3

credit shall be issued under arrangements satisfactory to the

4

department as constituting security to the ceding captive

5

1�surer substantially equal to that of a deposit under

6

subparagraph 2 , and that it shall be issued by a banking

7

1nst1tution which 1s a member of the Federal Reserve System

8

and of financial standing satisfactory to the comm1ss1oner.

9

(2)

The

Tne department shall disallow any credit which it

10

finds wot..ld be cont:::-ary to the proper interest of the

11

policyholders or stockholders of a ceding captive insurer

12

(3)

No credit shall be allowed for reinsurance 1n an

13

unauthorized or unapproved assuming insurer unless such

14

insurer designates the commissioner or a person resident in

15

the United States as agent for service of process in any

16

action arising out of or in connection with such reinsurance.

17

(4)

CredJ.t shall be allo·,.,·ed to any ceding captive

18

insurer for reinsurance otherwise complying with t�is section

19

only where the reinsurance is payable by the assuming insurer

20

on the basis of the liability of the ceding captive insurer

21

under the contract or contracts reinsured without diminution

22

because of insolvency of the ceding captive insurer.

23

shall be allowed to any ceding captive insurer for reinsurance

2�

otherwise complying with this section only where the

25

reinsurance agreement provides that payments by the assuming

26

insurer shall be made directly to the ceding captive insurer

27

or its receiver, except where

28

(a)

Credit

The reinsurance agreement specifically provides

29

pay:nent to the named insured, assignee, or named beneficiary

30

of the policy issued by the ceding captive insurer in the

31

event of the insolvency of the ceding insurer; or
8
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(b)

The assuming insurer, with the consent of the

2

named insured, has assumed the policy obligations of the

3

ceding captive insurer as direct obl1gat1ons of the assuming

4

insurer 1n substitution for the obligations of the ceding

5

insurer �o the named insured.

6

(5)

No person, other than the ceding captive insurer,

7

shall have any rights against the re1nsurer which are not

8

spec1f1cally set forth in the contract of reinsurance or 1n a

9

spec1f1c written, signed agreement between the re1nsurer and

10
11

the person.
(6)

No captive insurer shall knowingly accept as

12

assuming re1nsurer any risk covering a subJect of insurance

13

resident, located, or to be performed 1n this state and

14

written directly by any insurer not then authori=ed to

15

transact such insurance in this state, other than as to

16

surplus lines insurance lawfully written under part VI of

17

chapter 626

18
19

Section 3.

Section 629 501, Florida Statutes, 1982

Supplement, is amended to read

20

(Substantial rewording of section.

21

s

22

629 501

23

(l)(a)

See

629 501, F S , 1982 Supp , for present text
Reinsurance -A ceding limited reciprocal insurer may

24

reinsure all or any part of any particular risk or class of

25

risks with an assuming insurer authorized by the department to

26

transact such line of insurance or reinsurance in this state.

27

Credit may be taken for reinsurance �1th an authorized insurer

28

subJect to the other requirements of this code.

29

(b)

A ceding limited reciprocal insurer may re1nsure

30

all or any part of any particular risk or class of risks with

31

an assuming insurer approved by the department to transact
9
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1

such line of reinsurance in this state.

2

approve only solvent insurers meeting the criteria established

3

for authorized insurers in this state.

4

departme�t shall publish a list of insurers approved pursuant

5

to th1s subsection.

6

an approved re1nsurer subJect to the other requirements of

7

this code.

8

(c)

9

The department shall
From time to time the

Credit may be taken for reinsurance with

A ceding limited reciprocal insurer may re1nsure

all or any part of any particular risk or class of risks with

10

an assuming underwriting member of an insurance exchange

11

dom1c1led in any other state or Jur1sd1ct1on 1n the United

12

States provided the insurance exchange presents to the

13

department for its approval and maintains satisfactory

14

evidence that such assum1ng underwriting member maintains the

15

standards and meets the financial requirements applicable to

16

an authorized insurer.

17

this section, credit maybe taken for rei�surance with members

18

approved under this subsection by the department.

19

(d)

SubJect to the other provisions of

A ceding limited reciprocal insurer may reinsure

20

all or any part of any part�cular risk or class of risks with

21

a group of individual unincorporated alien insurers wh1ch

22

maintains funds held 1n trust for United States policyholders

23

and benefic1ar1es in a bank or trust company subJect to

24

superv1s1on by any state of the United States or which group

25

is a member of the Federal Reserve System in an amount not

26

less than $50,000,000 and which group satisfies the department

27

by fil1ng annually evidence that it can meet its obligations

28

under its reinsurance agreements.

29

reinsurance with groups approved under this subsection by the

30

department

Credit may be taken for

31
10
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Credit in accounting and financial statements on

2

account of reinsurance ceded to an unauthorized or unapproved

3

re1nsurer shall be allowed only.

4

1.

Where it 1s demonstrated by the ceding limited

5

reciprocal insurer to the sat1sfact1on of the department that

6

such re1nsurer maintains the standards and meets the f1nanc1al

7

requirements applicable to an authorized insurer,

8
9

2.

To the ex�ent of deposits by, or funds withheld

from, such re1nsurer pursuant to express prov1s1ons therefor

10

1n the reinsurance contract as security for the payment of the

11

obl1gat1ons thereunder 1£ such deposits or funds are held

12

subJect to withdrawal by, and under the control of, the ceding

13

limited rec�procal insurer or are placed in trust for such

14

purposes in a bank which 1s a member of the Federal Reserve

15

Sy.5tem if withdrawals from the trust cannot be made without

16

the consent of the ced�ng limited reciprocal insurer.

17

withheld may be cash or securities qualified as admitted

18

assets under part II of chapter 625, and which have a market

19

value equal to or greater than the credit taken; or

20

3.

Funds

To the extent that the amount of a clean and

21

irrevocable letter of credit issued for a term of not less

22

than one year conforming to the requirements set forth below,

23

equals or exceeds the liability of an unauthorized or

24

unapproved reinsurer for unearned premiums, outsta�ding losses

25

and an adequate reserve for incurred but not reported losses

26

under a specific reinsurance agreement.

27

that such a clean and irrevocable letter of credit shall be

28

issued under arrangements satisfactory to the department as

29

constituting security to the ceding limited reciprocal insurer

30

substantially equal to that of a deposit under subparagraph

31

2., and that 1t shall be issued by a banking inst1tut1on which

The requirements are

11
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l

is a member of the Federal Reserve System and of financial

2

standing satisfactory to the cornm1ss1oner.

3

(2)

The department shall disallow any credit which it

4

f1nd3 would be contrary to the proper interest of the

5

p�licyholders or stockholders of a ceding limited reciprocal

6

insurer.

7

(3)

No credit shall be allowed for reinsurance 1n

8

unauthorized or unapproved assuming insurer unless such

9

insurer designates the comm1ss1oner or a person resident in

10

the United States as agent for service of process in any

11

action ar1s1ng out of or 1n connection with such reinsurance.

12

(4)

Credit shall be allowed to any ceding limited

13

reciprocal insurer for reinsurance otherwise complying with

14

this section only where the reinsurance is payable by the

15

assuming insurer on the basis of the liability of the ceding

16

limited reciprocal insurer under the contract or contracts

17

reinsured without diminution because of insolvency of the

18

ceding insurer.

19

reciprocal insurer for reinsurance otherwise complying with

20

this section only where the reinsurance agreement provides

21

that payments by the assuming insurer shall be made directly

22

to the ceding limited reciprocal insurer or its receiver,

23

except where·

24

(a)

Credit shall be allowed to any ceding limited

The reinsurance contract specifically provides

25

payment to the named insured, assignee, or named beneficiary

26

of the policy issued by the ceding limited reciprocal insurer

27

in the event of the insolvency of the ceding insurer; or

28

(b)

The assuming insurer, with the consent of the

29

named insured, has assumed the policy obligations of the

30

ceding limited reciprocal insurer as direct obligations of the

31
12
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1

assu�1ng insurer in 3ubst1tut1on for the obligations of the

2

ceding insurer to the named insured.

3

(S)

No person, other than the ceding limited

4

reciprocal insurer, shall have any rights against the

5

re1nsurer which are not spec1f1cally set forth in the contract

6

of reinsurance or in a specific written, signed agreement

7

betw�en the re1nsurer and the person.

8
9

(6)

No limited reciprocal insurer shall knowingly

accept as assuming re1nsurer any risk covering a subject of

10

insurance resident, located, or to be performed in this state

11

and written directly by any insurer not then authorized to

12

transact such 1nsu�ance in this state, other than as to

13

surplus lines insurance lawfully written under part VI of

14

chapter 626

15

Section 4.

This act shall take effect October 1, 1983.

16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

13
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SUM.MARY .h.ND PIJR?OSE

This bill prov1d�s spec1f1c standards for authorizing
insurance companies to re1nsure their risks with �noth�r insurer.
II.

CURRENT LAW AND EFFECT OF CHANGES

Section 624.410 provides the stan0ards for allowing
insurPrs to reinsure their risks and for allowing 1nsurprs to
accept reinsuranr,e. By ce<ling risks to a reinsurer as authorized
oy this section, an insurPr may reduce its liabilities reported
in its annual financial statement. Ambiguities in the current
law make it uncl�ar under certain circumstances whethPr insurPrs
are authorized to reduce their liabilities for ceded risks.
Current law provides that an insurer may accept
reinsurance only of risks it is authorized to insure directly.
Technical changes are made to this provision.
Current law authorizes insurers to reinsure risks with
insurers licensed to transact insurance in this state or approved
by the Department of Insurance for the purpose of such
reinsur�nce. u�acr current law, the department shall not approve
any proposeC reinsurance which it finds would be contrary to the
proper interests of the pol1cyholdnrs or stockholder s of a ceding
domestic insurer. In addition to continuing this general
standard, the bill provides the following spec1f1c stan�ards as
to which entities may be approved for reinsurance purposes:
- An insurer authorized to do business in this state.
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- An insurer not autnor1zed to do business in this state
but who meets the criteria established for an authorized insurer.
- An insurance exchange domiciled in any other state which
meets the standards and f1nanc1al requirements applicable to an
authorized insurer.
- A group of unincorporated alien insurers (e.g. Lloyd 1 s
of Lorden) which maintains at least $50,000,000 held in trust for
United States policyholders 1n a United States bank or trust
company and which otherwise satisfies the departmert that it can
meet its obligations under its reinsurance agreements.
- Non-authorized or non-approved entities if funds are
held in trust or secured by a letter of credit subJect to control
by the ceding insurer providing security for the payment of
ooligations under the reinsurence treaties.
New provisions are added requiring non-authorized or non
approved assuming insurers to designate the Commissioner or a
person resident in the United States as agent for service of
process.
Current law requires a provision in the reinsurance treaty
that the reinsurance 1s payable by the assuming insurer to the
ceding insurer on the basis of the liability of the ceding
insurer under the contracts reinsured without dimunition because
of the insolvency of the ceding insurer. The bill continues this
provision but recognizes the following two exceptions:
- Where the reinsurance agreement specifically provides
for direct paymPnt to the named insured in the event of the
insolvency of the ceding insurer, or
- Where the assuming insurer with the consent of the
insured has assumed the policy obligations of the ceding insurer.
The bill also clarifies the interest of third parties in a
reinsurance contract. The guiding principle of reinsurance
distinguishing it from primary insurance is that it is a contract
of indemnity between only the reinsurer a�d the ceding insurer.
The only exception to this rule is when the reinsurer expressly
assumes its ceding insurers• policy obligations to the insured or
specifies the insured as a payee under the reinsurance contract.
The bill deletes the current exemption for title
insurance, wet marine and transportation insurance from the
section.
Sections 2 and 3 amend sections 628.611 and 629.501,
Florina Statutes, to make the above provisions applicable to
captive insurers and limited reciprocal insurers.
Section 4 provides an effective date of October 1, 1983.
III.

ECONOMIC IMPACT
A.

PRIVATE SECTOR CONSIDERATIONS

By specifying 1n greater detail the requirements for
reinsuring risks, the bill will alleviate problems experienced by
insurers in determining whether ceded risks could be deducted
from liabilities on their annual statements filed with the
department. To the extent that ceded risks are more clearly
authorized, this will be to the financial benefit of insurers.
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B.

PUBLIC SECTOR CONSIDERATIONS

No substantial impact.
IV.

COMMENTS

V.

LEGISLATIVE HISTORY
A.

ENACTED BILL

Senate Bill 812 was heard by the Senate Commerce Committee
on April 26, 1983, and a comm1rtee substitute was approved. The
committee substitute incorporated technical amendments to the
bill.
296)

On May 17, 1983, the Senate passed CS/SB 812, 40-0 (SJ

On May 25, 1983, the House substituted the Senate bill for
HB 1303, and read the bill for the second time. Two technical
amendments were adopted. On May 26 1 1983, the bill was passed as
amended, 117-0 (HJ 643).
On May 30, 1983, the Senate concurred 1n the House
amendments and passed the bill, 34-0 (SJ 482).
On June 22, 1983, CS/SB 812 was approved by the Governor
(Chapter 83-165, Laws of Florida).
B.

DISPOSITION OF COMPANION

The companion measure, HB 1303, or1g1nated as PCB 83-49,
which was first heard on April 12, 1983, 1n the Subcommittee en
Property and Casuolty Insurance of the Commerce Committee. The
subcommittee Qpproved the proposed bill and sent 1t to the full
Commerce Committee which passed the bill at its meeting of April
26, 1983. The bill was introduced as HB 1302.
The House substituted CS/SB 812 for the House Bill on May
25, 1983, and passed the bill with amendments, as noted above.
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